



































“Book me KLM 
via the world’s best airport 
Amsterdam Schiphol.” 





“You want to win a 


f SCHIPHOL WIN-ON-THE-WAY 


j Need a quick transfer in Europe? Then 
Amsterdam Schiphol, voted time and again the 
world’s best airport, is your logical choice. 


i Plus the chance of winning a spectacular prize. 


AVALANCHE OF PRIZES 
The Holland Promotion Foundation offers: 

; 3 Volvo 740 Turbo Estates. The absolute top for 

_ drivers who demand space, speed, and safety 

~ 10 luxury holidays for two in Holland. 

= —150 sparkling diamonds, from the Amsterdam 

Diamond House Samuel Gassan. 
~ 100 vouchers, worth US$ 300 each, to spend in the 


at > 
-anil mii at a 


Amsterdam Airport shopping centre. 

- 100 Avis Car Rental Vouchers (worth USS 150 each) 
And for every participating passenger, a repro 

duction of an antique Dutch print. 


Between October 27, 1985, and March 22, 
1986, all KLM passengers flying Royal or Business 
Class on an intercontinental trip with a same-day 
transfer at Amsterdam will win a prize. Every time! 

Ask your travel agent or KLM for full details 
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Books plus and letters 


Books plus: One from the hip, one from the heart—two 
views of Arab business; Medical ethics; Art patronage; 
Films from Taiwan 
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_SiR—The pre-transistor mentality 
of “reputable scientists” is no- 
where more evident than in the 
star wars discussions (January 
-{1th). In the rarefied atmosphere 


here quantum mechanics, Bool- 


an algebra, and other mathe- 
tical flights of the imagination 


‘are the only true realities, seren- 


_dipidity rules progress, and any 


attempt at using words to predict: 


the future is doomed to failure. 


Only a synthesis of thousands of : 


ests of theory by experiment, 
made possible by star-wars fund- 
ing, will finally determine results, 
The optimists among us believe 
that the results will be good. 
An engaging . advertisement, 
ntitl 


“The, future isn’t. what it, 


_used to be”, is being run in some 
magazines, in which two highly 
‘reputable’ scientists are 
uoted: Robert Millikan, Nobel 


rize in physics, 1923: ‘There is’ 


o likelihood man can ever tap 
he power of the atom’; and 
“Kelvin, President of the 
Royal Society, 1885: “Heavier 
an air flying machines are im- 
e.” And you still quote 
ohiable scientists” in predict- 
‘the future! 
You quote a retired air force 
neral as’an authority. I recall 
at in 1939 President Franklin 
oosevelt made a famous speech 
urging preparedness. Among 
other actions, he called for the 
creation of an air force of 10,000 
aircraft. The current wise man 
among the military, General 
George. Marshall, Roosevelt's 
chief of staff, said in a press 
interview the following day that 
“we could still utilise no more than 


000 aircraft.” (Possibly he in- 


tended to use those as back-up 
-Support for the cavalry.) 
< Naples, 


Florida WILLIAM T. ST CLAIR. 


SR—You say (January 4th) that 
- nuclear testing must go on so that 
he American Midgetman missile 


can be developed: “but ensuring. 


strike invulnerability is. the 
ngest argument”. 

The Midgetman ‘can perfectly 

ll use the re-entry vehicle and 

- nuclear weapon already tested 

> for the MX. Further tests of the 

| RV have nothing to do with nucle- 

: testing, and The Economist 

now join the rest.of us who 


support -Midgetman as a single- 


as arhead successor to the Mirve 
4 weekly (except for a 


“New York 


missiles. and who want to stop the 
evolution of Soviet nuclear weap- 
ons. We particularly urge a vigor- 
ous and forceful non-prolifera- 


tion regime which can only follow 


a complete ban on nuclear 
explosions. 

Yorktown Heights, 

Ricuarp L. GARWIN 


CAP 
Str—In your account of the EEC’s 
common agricultural policy (Jan- 
uary; ith), you say the CAP’s 
“proper aim should. be to guaran- 
tee a decent minimum income to 
the farming poor, most of whom 
live in Europe's south”. Under 
the. present. CAP even richer 
northern farmers have suffered a 
40% . decline in their 
incomes. be 
Dornot these both point to the 
need for the. CAP mechanisms to 
be revised to concentrate. on. sta- 
bility of income to the producer? 
At present, because CAP support 
pee are fixed too high, they 
come in effect an inflexible 
buying price that is incapable of 
adjustment to varying yearly pro- 
duction levels and succeed only in 
providing a high tariff barrier to 
the detriment of consumers. 
Government intervention at all 
levels and-in all countries results 
in subsidised: prices, particularly 
for exports, and the consequent 
difficulty, of. determining real 
world. market. prices. for agricul- 
tural products. In. Britain until 


1844, the’ Corn Laws: provided 


protection only to the extent that 
the internal market showed it to 
be justified. In the post-war peri- 
od, a system of deficiency pay- 
ments had the same effect by 
linking domestic . and’ world 
prices. 

But now that we have fewer 
farmers, surely it should be possi- 
ble to design’ CAP mechanisms 
that put the accent on income 
stability, while providing reason- 
able protection against subsidised 
imports? Would not this prove to 
be more acceptable politically to 
both producers and consumers 
than the present system which 
you have dubbed “the world’s 
biggest waste of money”? 
Lowestoft, 
Suffotk 


R. A. Crorts 
Euro-learning 


SIR-It is indeed disappointing to 
ess the dearth of common 
university level programmes 


issue the last 


1985 — 


within the European Communit 

(January 11th). Surely a prime 
EEC objective, freedom to. work 
in any of the member countries, 
can be achieved only by provid- 
ing opportunities where under- 
graduates can attend courses. in 
several member states. 

You do not.mention the Euro- 
pean Business School. EBS is 
founded on the» principle. that 
European co-operation on joint 


educational development is of A: 
major political, social and “éco- 


ig 0 
admission. levels and fees. 


First, a common European fee 
for universities: must be set. 
Grant systems established by. na- 
tional governments must be 
opened. to other EEC. nationals 
who could thereby freely migrate 
between the European states. 

Second, the university entry 
qual ons. must not . be 
weighted in favour of nationals. 

aureate, whether ob- 
roma European or inter- 


nomic significance. In the current. 


academic year, over 1,100 under- 
graduates are being trained, in 
the school in London, Paris and 
Frankfurt, for careers leading to 
top management in international 
business. There is already a net- 
work of 2,000 graduates: world- 
wide. The “freemasonry” of ex- 


_EBS students. is very active and 


comes nearest to a European 
view. 


London 


SIR—‘University students in Eu 
rope get few chances of broáden- 


ing their outlook by studying to- 
gether , 


IRENE N. ROELE 


istic goal the 
duration of this education would 


‘have to correspond to the length 


of an academic course abroad. 
Brighton, 


Sussex J. Emit Bermes 


ik panthers 
ely alarmed: by 


..” True, but-even if a pies 


student takes his/her fortune into. fi 


his/her own hands like I did when 
I decided to study European 


Studies/Science, Technology and and 


Society at Manchester Po 


nic, one might be left ina “Euro. i 


pean gap” in the end. 

Being German, | had. to pay 
my own fees since neither West 
Germany (because I started my 
academic career in Britain) nor 
Britain (because J have not been 
a permanent resident. for three 


years) was prepared todo so: Sol. 


decided to work in. the summer 
holidays and pay,.myself. Now, I 
would like to do:a postgraduate 
European Studies course, and go 
to Bruges or: even: Florence. A 
postgraduate course, however, 
costs *‘a little” more than an 
ordinäty degree course.and thus I 
have fallen into a gap: Th: 

yet reached my three-year mark 
to be able to apply for a. British 


grant and Germany does not re- 


cognise Bachelor of Science’ de- 
grees. 
seems to be extremely scarce. 50 
even if I try to be a good Europe- 


an, I have hardly any hope of 


success! 


Manchester ANGELA NEUHAUS 


Sin—The idea of a. common | t 
versity-level programm 

practical value. Yes, it will possi- 
bly inspire further cultural inte- 
gration within Europe but it will 
not enhance the unique experi- 
ence of participating in a national 
university education.. ‘What’ ‘is 


in December and the first week in January) by The Economist 
be Paoresamaive Ofo, 0 


edi 
in Singapore. Return undeliverable mato Times Pinters San, Bhd Times Jurong, 2Ju Port Road, Sing 
4 Collyer Guay, 


_forrention should be addressed fa The Fearne Nevsaper 11d 


Money from- the EEC 
“school-he de: 


diye: money aial was laught 


there ‘that. the world is divided 
into lawyer/guar ns and proles 
of. varying. degrees. After law 
ecided to make the 

the little people 
to Washington in 

his BMW to work for the SEC, IRS, 
the Labour Department or a 


Congressional staff. 


Ensconced in Washington he 


confidently breezed into-a‘topic 
| (eg, pension reform) of which he 


knew nothing, summoned a. few 
experts and lobbyists to the pres- 
ence, listened to them until he 
picked up most of the lingo but. 
very little of the substance, and. 
then dismissed 





THE FOOD AND AGRICULTURE oRgaMisaTion | | E Philadelphia 
OFTHE UNITED ATION, Roney || ZE Stock 
Exchange 


DEPUTY MANAGING 
DIRECTOR 


ta tics Division seeks a acc to work on economic ‘The Philadelphia Stock Exchange is expanding its European > i 
ts and resource flow representative office in London, creating the new position of 
ersity Degree. ‘in. Statistics or ae Deputy Managing Director, 
tudies in statistics; seven years The Deputy Director, who will report to the Managing Director, 
ernational organisations in the field of ; will be responsible for marketing the Exchange’ s financial products. 
ic accounts. including. agricultural | ~ primarily currency options and ECU options to European 
ledge of English, Frenchi or Spanish. ; treasury managers, brokers, fund managers, and private clients. 
The ‘position involves organising and: conducting financia 
seminars, office administration, liaising with Exchange: membe 


3 s, experience in data collection and analysis and generating new business for the Exchange. There will be so e 


; experience in computer data processing Euro: 
pean travel involved. 
knowledge of other languages of the Organisation. f The ideal carididate will be a mature graduate, aged 25- 35, ich the: 


“Benefits: ‘Initial contract of three years with. future caréer following qualifications: 
‘| “possibilities. Relocation ‘grant, tax free ‘salary, cost. of diving 
| adjustment, education grant and other benefits of irseniatiorit Knowledge of traded or Exceliént marketing, organisation 
N l Service; ‘Net Salary US$33, 737 to USE, 199 : : -OTCoptions markets and» and communications skills 
an understanding of other’ | (European languages an 
related markets. a advantage). 


Salary and benefits will be very competitive and strueruredto =) 
match the candidate's dae wy and: Pienen Please write ; 


onay A 


Our client, a major German bank; will shortly appoint a The ideal candidate will probably be a German speaker 
senior sales person in London to lead a team to market with at least three years’ experience of the German/ 

German equities and bonds to UK institutions. His/her_ European securities market. A substantial salary will be 
responsibilities will include: -~ negotiated but it is unlikely to be a problem for the tight 


%* Establishing a good working relationship with UK candidate. 
institutional clients. Please apply to Jock Coutts, Career Plan Ltd., 
€o XÆ Liaising with Head Office in Geman: Chichester House, Chichester Rents, Chancery Lane, 
ae Leading and motivating a team of three to four people London, WC2A IEG, tel: 01-242 5775 or Tony Jones 
, covering the equity and bond marker. on 348 3641 between 7.30 and 9.30 pm. 


seer 
p LIMITED 


ersonnel Consultants 











then devised idiotic, convoluted 
rules to avoid problems which 
ually existed only in his head, 
which rules create vast amounts 
egal.and other paper pushing 
mployment but do virtually 
hing for those supposed to be 
snefited — (eg, _pension-plan 
articipants). 
We are now at the two- or 
iree-year point when the BMW 
ids up and our hero ‘realises 
iat $30,000-40,000 per. year will 
not buy a new one. He moves 
ver to a law firm in the “pri- 
Ate” sector as an expert on the 
atutes, regulations and rulings 
has had a hand in devising and 
‘makes a minimum of $100,000- 
200,000 per year jumping 
through his own hoops. The pro- 
cess is complete when he begins 
appear at seminars, usually in 
exotic resorts, denouncing the in- 
asing burden of government 
if to a receptive 































































One qualification: a small per- 
ntage of yuppiecrats do not. fit 
above mould and anyone who 
can establish a pipeline to one of 
m is worth: his $100,000- 
000. If you have a foolproof 
which will enable you to 
ntify these latter, I withdraw 
y objection and I beg you to 
hare it for our sake. If not, 
lease think again for your own. 
















BRIAN A. Jones 





e Vietnam war 
LE though I am not an avid 
vie-goer, I suspect. the civic- 
inded- Rambo would disap- 
rove of your casualcharacterisa- 
on of the Vietnam conflict as 
war “lost” by the United 
tates (January 11th). 
The. United States did not 
se” the war in. Vietnam, but 
Iked away from it. The people 
South Vietnam had no such 
luxury; it was they who lost the 
war. Unlike the Americans, they 
‘aced not embarrassment but 











































New York Jonn É. BENEDICT 


South Yemen 

IR-—The difficulties of the Rus- 
ians in South Yemen (The bar- 
en rocks of Aden”, January 
25th) are hardly surprising. Any 
ountry whose population. es- 
uses Islam is neither a likely 
reeding ground for communism 
nora long-term repository for the 
current Russian interpretation of 
-that dogma. Indeed, the basic 
tenets of the Koran are so op- 
posed to those of the Russian 
state as to make any alliance 
between the- two- schools “of 





thought short-lived, at best: 
Arab or Muslim countries 
where the Russians have held 
sway are those with significant 
non-Muslim communities—Iraq, 
Egypt and Syria. Muslim society 
is quintessentially religious, fa- 
milial and entrepreneurial. All of 
these attributes are contrary to 
Russian communism. The Soviet 
Union in the Muslim world has 
always been rebuffed in the long- 
er term. There is no evidence to 
suggest that this will change. 
Your conclusion that the West 
has a strategic advantage in the 


‘Indian Ocean is supportable, but 


only until the Russians learn the 
lessons which took us so long to 
learn over the past 30 years. 
Caterham, 


Surrey B., G. P, Fry 





Stopping Qaddafi 
SIR--The Arabs have a saying 
that begins “My brother and I 
against the world . . .” External 
threats, whether tangible or 
merely perceived, have been co- 
hesive factors drawing together 
Arab factions numerous times in 
their history. The isolation of 
Libya, together with threats of 
reprisal, serves just such a cohe- 
sive purpose. Only such a threat 
pes unite the Arab League in 
upport of the “black sheep 
brother”, Libya—and it has done 
exactly that. Neutralisation of 
Colonel Qaddafi must be done 
off-stage, out of the spotlight and 
without advance press releases. 

The western allies owe the 
United States their support in 
their. fight against terrorism. 
Their security has been pum- 
melled and their. own citizens 
victithised. But if we are going to 
ask our allies to endure the costs 
and commercial dislocation re- 
sulting from participation in eco- 
nomic sanctions against Libya, 
we should realistically be able to 
offer some alternatives to induce 
their support. 

As trade with Libya consists 
substantially of crude oil pur- 
chases, alternative sources of hy- 
drocarbons should be encour- 
aged. Canadian and Mexican 
crude oil and/or refined products 
could replace Libyan crude. 
Whatever technical and financial 
costs might be associated with such 
a transfer could be financed, at 
least in part, by the United States. 
Houston, 


Texas R. Davin LEGG 





Irving Kristol 

Sir—You are unfair in asserting 
(January 4th) that Mr Irving Kris- 
tol. “reached neo-conservatism 
straight from Trotskyism”. 


prominent neo-conservatives, 
gan at a Trotskyist position, all of 
them without exception: had left 
the Trotskyists, and the extreme 
left in general by the end of the 
1940s. During the 1950s, Mr Kris- 







tol was associated with the Lon- 




















don magazine Encounter and the 
American periodical the Report- 
er, neither of which was either 
Trotskyist or neo-conservativ 
The Reporter was... particular 


known as a standard-bearer for. 
moderate liberalism of an ocea- 


sionally “wet” variety. 


San Francisco STEPHEN SCHWARTZ ` 


El Salvador 


SIR—You suggest (January Tth): 


that the United States constitutes 


the only source of political power: 
nourishing. President © Duarte’s 


government. The evident and 
tested electoral popularity of 


presents by itself a sufficient de- 
terrent to any military folly, and 
also provides a genuine domestic 
source of political power, 

One other point. To consider 
as a weakness not to seek the 


crushing of the guerrillas seems a` 


condemnation of the. moderate 





temper of the government and of © 

















its belief that ideas do not perish 
with bullets. 


London Embassy of El Sa 


Rugby 
Sir—You rightly bemoan the 





union (January 25th) but lower- 
ing their value to one or two 









points will not help by itself. At — 


present, any prop forward can 
work out that it.is worth commit- 
ting an offence and. giving away 
three points, rather than risk con- 
ceding a try (four points—six if it 
is converted). The greater the 
discrepancy between a. penalty 
and a try, the more cheerfully will 





players commit. offences to- stifle 


try-scoring opportunities, ‘as. we 
have all seen since the try’s value 
was increased to four points. ~ 


Yet nobody is happy with, the . 


present state of affairs, least of all 


the increasingly bored. public. 
Players must be made to obey the: 
rules and allow the game to flow; 
penalties do not seem to be doing 


the job, and a sending-off is usu- 


ally too drastic. The Poms. should. 
listen to the Antipodeans, and 


introduce the “sin bin’—ten 
minutes off the pitch for the of- 
fending player. Discipline might 
be tighter, and enjoyment high- 
er, if players knew that killing the 
bail meant one or two points for 








“house facil ities atit 
ROBERTO RIVAS GARDINER f 


dominance of penalties in rugby 


Tet 01-498 6711. 


Sirn—Let the penalty fit the 
crime—and do as we do in hock- ©. 
ey, adding also a period of tem-. 
porary suspension for the offend- 
ing player, the length determined 
(but not declared) by the umpire. 


Flexibility, | appropriateness, 


imeliness (unlike soccer’s accu- 


ation of personal penalty 
ints); Suspense whilst the play- 


er meditates on the folly of his 


“American racetracks 


“SIR~There are 21 racetracks 
with turf courses in the Unit 
States. In: 1984, they had 2,0 
‘days of racing and a gross value” 
of purses of $27.8m. So there is 
President Duarte and his party i 








for any: owner- 


port his horses across. 
the Atlantic to train and race on 
-English grass courses: Your snide 
remark (Dece! 
“American 
(which are rather seedy, like. 
‘English greyhound tracks . 
ca: 


’ dirt-track 





` refer only to very minor 
ks ‘(usually 
rses). The Turf man club 


y other Engl 
The. 21 tracks. with turf courses’: 
represent 22% of the 94 race- 
tracks in the United States. 
‘Scottsdale, . 
Arizona 
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-as to the future attractiveness of a 
„market such as the UAE. This report 
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EXECUTIVE FOCUS 


T Deparment of Minerals and Energy 
Papua New Guinea 


Assistant Secretary— 


Energy and Minerals Policy 


The Energy and Minerals Policy. Division:of the Department of 
Minerals and Energy is an interdisciplinary team involved in policy 
analysis, projast evaluation and programme management in both 
Our client is a dynamic firm and leader in Italy in the light the energy and the mineral sectors. Reporting to the. First 
fittings field. This firm is carrying out a major programme assant ey Policy nue Cocedination, the Assistant 
of expansion in the international market by setting up either rate aat eT eee es ue ap Bret abet ald 
associated companies in forei countries or by undertaking resources, petroleum resources, the. development of non. petro- 
commercial actions in hom eneous groups of countries. loum ae y rnd and energy, faqs Managemen guliga 
Bead FED ; also include staffing, preparation of budgets and overall adminis- 
yas oe ‘asked to select an Area Manager for the, tration for the Dolio’ papare ie f 
i eae Nien a. Applicants should possess a higher degree, preferably in Ečo- 
The ideal candidate will have extensive sales experience in nomics or related discipline and at least five years. professional 
set idl t, a good general culture, a distinguished „experience in resource policy or planning, either in industry o 
, acceptable knowledge of the Italian ‘government. Experience in policy preparation, particularly in 










Area Manager— 
The Middle East 


Light Fittings Excellent Salary 



























petroleum and mineral issues, is considered essential. 
Salary: K23,255 pa (1K = 1 US$) 










ports to the Marketing Manager. The Benefits: Gratuity 24% of salary taxed at 2%. Three Anh 
position. requires availability for frequent business jour- renewable contract. Almost rent free accommodation. Airfares 
neys. There is cellent salary. paid to and from PNG. Settling in allowances. Six weeks’ annual 





leave. Leave fares to home country once during contract. 
Generous educational subsidies for dependent children. 

» Written application should be sent by March 22, 1986, to: 

Mr William J. McCann 

First Assistant Secretary 

Policy and Co-ordination Division 

Department of Minerals and Energy 

PO Box 362 l 
Konedobu, Papua New Guinea — 
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CHIEF PROJECT OFFICER 
(Industrial Training) 
The Commonwealth Industrial Training & Experience Programme (CITEP) 
will be launched in July 1986 to provide practical training and experience in 
industry, especially manufacturing, for-technologists and technicians from 
developing Commonwealth countries who require to upgrade their skills or. 
to update their experience, particularly in. new technologies. This will be 
acquired through attachments of up toisix months’ duration.in public or 
rivate sector industrial enterprises and organisations in appropriate 
: ‘ommonwealth countries, CITEP is expected to expand ‘significantly 
soe within a few years. 
The Chief Project Officer willhave a majorrole in settingupandadministeting 
~ CITEP in a manner which is responsive to the needs of commonwealth: 
countries and which is cost effective. The officer willalso have the opportunity . 
-to contribute to the work of the Hyman Resoutce Development Group in 
which Fellowships & Training Programme he/she will be based. 
Candidates, who must be Commonwealth citizens, should be qualified 
engineers or technologists with wide practical experience in industry and 
training, including developing country experience. They should be able to 
demonstrate administrative experience and understanding of difficulties 
faced by member countries in accelerating industrial development. 
The appointment is normally for an initial period of three years. Salary in 
the range of £18,552 to'£20,520 (gross) per annum, subject to UK income 
tax, plus, for an overseas appointee, installation and relocation assistance. 
A job description is available on request. 
Applications giving full details of qualifications and experience, together 
with the. names ‘and. addresses of three referees should be sent by 28 
Bebruary 1986 to: ; 






Dynamic marketing entrepreneur required to lead the 
expansion of our Marketing Division. which provides Market 
Research, Consultancy and Strategic Planning to our‘cliertts. 

f Essential experience will have included conducting 
market research assignments to defined oudgets.and tirne 
scales. Personal qualities must include proven flair for written 
and oral presentations that can stimulate the confidence 
of Senior Management and bring a fresh and enthusiastic 
approach to the client's brief. 

Fluency ina European language will be a distinct 
advantage and your technical qualifications and background 
will have led to a good general understanding of electronic 
and electrical engineering, communications and related 
technologies. Ideally you will be aged 30-50 with a good 
Hons. degree or post-graduate qualification, and several years 
relevant experience in a professional agency. or consultancy, 
as a free-lance consultant, or in the marketing department 
of a leading manufacturer. f 

ERA Technology is an independent Research & 
Development Organisation with an impressive record of 
successful achievement in advanced techriology and the 
provision of marketing services. 

A competitive remuneration package will include car 
and private heaith care and, where appropriate, assistance 
with relocation to an attractive area. 



























Please contact the Personnel 
geet 2s Manager, ERA Technology Ltd, 
> eS Cleeve Road, Leatherhead, 
Surrey KT22 75A quoting 


TEC HN Lo GY reference 61/43. 










` Recruitment Section 
Commonwealth Secretariat 
Marlborough House, Pall Mall, London SWLY SHX 
Telephone: 01-839 3411, ext 8151 and 8153 
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ECIAL REP ORTS The Economist | Intelligence Unit | 


JANUARY TITLES 


EI South Korea to 1990 

Liberalisation for Growth 

What are the South Koreans chances 
of maintaining the impressive growth 
rates achieved over the last 20 years? 
This report analyses the three phases of 
the Korean development and. assesses 
whether current liberalisation policies 
can be pushed further to maintain 
growth. Prospects for each economic 
sector are examined indepth. An 
alternative scenario investigates the 
potential impact of escalating 
protectionism. 
No. 225 Price £98 (US$180) 


C The UK Packaging Industry 


Major structural ghanges have taken 
place since 1979. Contributing factors 
include technological advances, the 

* impact of the recession, fierce 
‘competition and imports. The report 
examines, by company and sector, the 


‘current state of the industry and the 
~ future outlook, foreseeing continued 
nes pout in a ere and dynamic 
Ro 228. P Price £128 (US$230) 


cao Oil Demand 
to 2000 


~The transportation sector is likely to 

“become increasingly importantas a 
market for oil as alternative fuels 
compete for oil’s share of other markets. 


jhe 68 pag age report analyses demand for: , 


ised ea transports sector by sonr 
i region by region. Using a specially 
preveree model, the author, a member of 
the staff of international Energy Agency 
i- in Paris presents detailed forecasts for 
-demand over the next 15 Cee 
“No, 229 Price £228 (US$405) 


TOMOTIVE 
The West European 
Truck Industry 
The truck sector of Western Europe is 
entering a period of intense change. The 
process has already begun with plant 
closures, ownership changes and 
an ever. increasing number of point 
ventures. The report examines the truck 
-industries of the individual countries and 
‘assesses the overall sector's prospects. 
No. 208 Price £98.(US$175) 


The Asean Motor Industry 
Problems and Prospects 


_. The Asean Countries as a group 

have been among the fastest growing 
economies of the Third World. This 
reportconsiders the present position and 
future prospects of passenger car and 
developing touch vehicle production i inthis 

No. 205 ee eri £78 (US$140) 


E State Investment Incentives . 


inthe USA 


This report introduces corporate 
investors to the wide range of incentives 
on offer from US state governments. 
IDBs, enterprise zones, sipon finance, 
pabel h aing and especially the 
multiplying programmes to attract high 
tech firms are looked at indepth. 

No. 187 Price £53 (US$85) 


C Export Processing Zones 
in the 1980s 


At mid 1984 there were 79 export 
processing zones in 35 Third World 

: countries. This edition offers aunique 

analysis of the facilities available, now 
increasingly refined in the direction of 
science parks, flexible bonded - 
warehousing, the inclusion of service 
industries and access to local markets. 
No. 190 Price £98 (US$180) 


D Investing in Scotland 
Public Policy and Private Enterprise 


What draws investors to Silicon Glen, 

now one of Europe's major centres of 

., computer and electronics activity? Is 

-Scotland really a depressed area Gi the 
UK or not? The Scottish economy, the 
nature of gona incentives and other. 
attractions for capital, and the 
of recent arrivals are examined in this 

‘ Speci jal Report. 
No. 218 Price £78 (US$140) _ 


| MANAGEMENT oO 


G Islamic Business 
Theory and Practice 


This substantially revised and 
updated editionis an essential guide for 
all Western companies and executives 
opon ting in the Muslim Middle East and 

h Africa. This report describes the 
principles of Muslim business practice. 
including finance, banking, insurance 
and taxation. it shows how they differ 
from Western methods whilst throwing 
into relief the great changes at work in 
present day Islam 
No. 221 Price £78 (US$145) 


O Universities and Industry 
New Opportunies from Collaboration 
with UK Universities and Polytechnics 


Over half of significant post-war 
inventions are believed to be British, but 
British rates of commercialisation are 
notoriously low. This report identifies 
areas where UK higher education 
institutions are linking with business 
to exploit academic technology and 
describes the forms co-operation 
can take. 

No. 213 Price £83 (US$150) 


i: a | | 


‘CAI Change in the City 


How big will the big bang be? This 
report analyses the es inthe 
financial markets that are tang place in 

bac! ind of the 


ee atition, stability 
ee Price £78 (US 145). 


[}GoingPublic = 
A report ohtha metionts| in. unlisted 
securities: ; 


This study com rës the attractions - 
ofthe USM and for companies 
andinvestors: T o Ta 
performances against the official lisi 
and estimates the poo! of potential high 
fliers.and the hidden costs of flotation. 
No.224 Price £98 (US$175) 


C Tax Havens and Their Uses 


As taxes eat their way into aol 
profits and di portant 

tax havens offeran 

avidin some or all of 
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bition dedicated deeluaively 


to the interests of the business traveller. 


BARBICAN CENTRE, CITY OF LONDON | 
= 17-21 MARCH 1986 ` l 


For details contact: 


FRANCIS WILLIAMS, Ciy Press Conferences & Exhibitions 


ax í UK 
Telephone: 0206 5 45121 Talee iik 7 DISOP G 


Pod Mete 
< 1 EEY Phone: cay 143 47 00 | 


Save time and worry... 


If you intend to do business in 
Turkey, there is an expert Bank 
ready to offer you reliable - 
information and sound advice: 
Garanti Bankası. 
Garanti Bankası has a long 
practice of helping foreign — 
investors in Turkey. So conta 
us. Save time and worry. An 
concentrate on the business. _ 


im-istanbul/Turkey = o. ; 
Hex: 24 508 galo:tr -24.199 gaum tr 





“AN- THE: BALLROOM WE: ORCHESTRATE: PERFECT-COMPANY-DI INNERS 


When the Cocktail de Homard i is followed by 
Filet de Veau Forestière, and then a delicately 
presented Orange caramelisée Maitre Pierre, 


you can only be at Grosvenor House. And 


with the assistance of some judiciously 

selected wines, there are few better ways to 
celebrate with your business colleagues than 
<, acompany dinner in the Grosvenor House 
Ballroom. In fact, any social or business 

~~ function from: 150 to 500 people can be 
accommodated in its sumptuously ornate 


orchestrated smooth ly and efficiently by our 
highly-trained staff. Inthe chandeliered 
splendour of the Great Room, our master 
chefs maintain the same standards of 
excellence for up to 1,500 people. While for 
smaller groups, the Candide and Voltaire 
rooms can seat up to 40 people for an elegant 
formal lunch or dinner. Whichever room you 
choose, you'll find our exquisitely prepared 
cuisine will turn your important eventintoa 
glittering, unforgettable occasion. Call us on 


surroundings, with every last detail rate ) 91-499 6363. 


GROSVENOR HOUSE 


PARK LANE- LONDON 


A Trusthouse Forte Exclusive Horel 





An uncommon sense of occasior 
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CONTRIBUTION TO TOTAL GROUP 
TRADING PROFIT OF £453.2 MILLION 


Wines 
& Spirits 
33% 


“Qur success is founded on the ability to build and sustain 
strong branded consumer products. It is perhaps the group's 
greatest attribute. This skill is now being applied to the branded es 
consumer services sector. 


“We have identified a number of main trading activities i 
which we believe we have special strength and expertise and 
have begun to concentrate our resources in those areas. 


“We will also be looking for new opportunities to. acquire or 
to develop additional activities which will enhance our existing 
prospects for successful growth into the 1990s and beyond? 


FA ae STANLEY GRINSTEAD, Chairman. 


Services 
166% pee For a copy of the Annual Report and Accounts, please return the coupon below. 
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: America’s federal government spends more every year 
than the world’s 40 smallest economies collectively earn 


ax in a decade. Yet its politicians seem to have as much 


hance of controlling its budget as the average Haitian 
has of going to Harvard. By the end of last year, Ronald 
Reagan and Congress could agree only on a desperate 
measure, the Gramm-Rudman act. It was designed to 
eliminate federal deficits by 1991, brutally and indis- 











criminately if need be. The western world’s most 
powerful clans were admitting that they found it 
well-n sible to refuse demands for money and 


‘om almost any constituent or sectional 
r hands, the budget process was. all 









intere 


cheques, no balances: 

To judge by this week’s events, it will remain that 
way. The biggest difference between the president’s 
proposals this year and last is that in 1986 his officials 
_ have produced seven fat volumes of wishful thinking 
instead of five. The budget for the next fiscal year, like 
its predecessor, asks for real growth in America’s 
-spending on. defence, but cuts deeply into domestic 
programmes (details on page 33). Mr Reagan’s propos- 
als hit the Gramm-Rudman target for the year that 
Starts next October—a deficit of $144 billion—but, 
< inwisely, they make no concessions to Congress. In 
1985 the president asked for, and was refused, many of 
the cuts he now wants. Congress will deny him again, 
unless he shows some readiness to cut defence, or raise 
x taxes, or both. But Mr Reagan is not budging, deter- 
mined to play chicken on the deficit for a bit longer. 


Maybe it will, maybe it won’t l 


‘By the autumn, the Gramm-Rudman law may have. 


forced its intended cut of $40 billion in next year's 
budget deficit. But if forecasters are then putting the 
1987 deficit at more than $10 billion above target, the 
same law will automatically chop the excess. It will do 
so by hacking equal percentages from a narrow set of 
spending programmes: only 27% of the budget is on the 
block. This guarantees that the automatic cuts will be 
ridiculously damaging, which is why Senators Gramm 
and Rudman hope they will never happen. 

The new budget law will work as planned if this dire 
prospect forces.a compromise between Congress and 
the president. The outline of such a compromise ‘is 
already clear. It would probably include (a) a slower 
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- followed, on October 1 1 








rate of increase in defence spending; (b) some of 
domestic-programme cuts Mr Reagan is asking for; 
(c) some extra revenues—not, alas, from an econ 
cally sensible petrol tax, but from a politically pi 
mous oil-import fee. $ Ba 

By offering such a combination of measures 
week, Mr Reagan could have saved the budg 
damsel from Gramm-Rudman’s cow-catcher. They a 
still the likeliest outcome. But Gramm-Rudman 1 
fail to work as intended. The Supreme Court could 
the act unconstitutional, which would allow a re-ru 
last year’s budget farce: a budget pro Febr 
disputed through ihe one ado 

1985, the 

year, by the passage of no 
appropriations bills. Instead 
such bills were eventually signe 
to resort to an omnibus spendin 


































fiscal year. l 
Or suppose the act is upheld, and neither Con 
nor the president is willing to blink first: as t 
automatic cuts loom, Congress simply repeals the ac 
Too embarrassing? Not as embarrassing as sacking t 
collectors, FBI agents and soldiers. Between the: 
extremes lies plenty of scope for the budgetary fudg 
and fraud at which Congress has become so adept... 
Whatever happens, the notion that Gramm-Rudma 
has restored discipline to the budget procéss can 
discarded. With luck, Congress and the presiden 
eventually agree on a credible scheme to cut the defi 
but nobody can safely take it for granted un 
happens. Even then, the uncertainty will start all os 
again: the fact that Gramm-Rudman may: by: flu 
produce a compromise this year is no guarantee th. 
will do so next time. Meanwhile, the world’s big, 
economy is jogging along without a fiscal policy. ~ 
Does that matter? Yes. Once the budget defic 
shrinks, the Federal Reserve can let interest rates fa 
without fear of rekindling inflation. Changes in mon 
tary policy are slower to take effect than those in fisc: 
policy, so ideally the Fed should anticipate cuts in th 
deficit, and loosen money a year or more before t 
fiscal screw tightens. Some members of Congress have 


aying that it is his turn now. Mr Volcker is rightly 












al. Budget confusion means that interest rates in 
nerica and elsewhere stay higher than they need to. 
Changing budgetary procedures is not the answer, if 
that means is some version of the Gramm- Rudman 
iple. The act suffers from the same flaw as most 
ther ideas for reform. It is a self-imposed, and self- 
vable, discipline—as it would be for a man to tell 
elf not to steal, on pain of cutting off his own hand. 
mendment to the constitution to enforce a bal- 





Sedge had realy wanted to make deficit reduction 
their top priority, they could have had their spending 
cuts and higher taxes last year. Instead, they were busy 
approving the Gramm-Rudman act. New proposals for 
reform might serve only as another distraction from the - 
painful business of refusing to indulge every lobbyist in 
town. That was the challenge for Mr Reagan this week. 
He ducked it. It is now up to Congress. 




































1elp it change course 


ix weeks ago, a barrel of North Sea oil fetched $26 on 
pot market. This week it dipped below $16—and 
ven the most cautious tongues now talk freely of $14 or 
The northern hemisphere’s winter will soon be 
so demand will fall for purely seasonal reasons. 
OPEC producers, shedding all pretence of solidari- 
rambling for market share. 
great benefits of cheaper oil—slower inflation, 
iterest rates, faster economic growth—are grad- 
eing acknowledged by all save OPEC apologists 
as wildcatters. But one drawback remains, and 
ot be ignored. A few oil exporters who borrowed 
s in the 1970s on the assumption that oil prices 
tise forever now find it much harder to service 
. The list is not long: Mexico, Venezuela, 
‘obably Indonesia and Algeria. For these five 
untries, the benefits of lower interest rates will not 
arly outweigh the loss of export revenues. 
Of the five, only Mexico is a serious threat to the 
Id’s banking system. It owes $93 billion, the bulk of 
to the ten largest American banks. In August 1982, 
it told those bankers they would not be getting 
erest that month, it caused a real and justified 
. Mexican ministers are now repeating that mes- 
ge. Mexico is due to pay about $10 billion in interest 
year. Its export earnings, $20 billion in 1981, look 
e being only $15 billion. Although it has had its hump 
capital repayments: smoothed out by a rescheduling 
reement, it will not get. through this year without 
r borrowing more or slashing its imports—or 
ing its interest payments again. It originally want- 
n extra $4 billion of foreign capital in 1986, but has 
rat to $8 billion. Foreign bankers dispute the 
, but disagreeing about the odd billion is academ- 
y need doubt that Mexico faces an immediate 
‘crunch. The question is what to do about it. 
the governments and banks of the rich world, the 
r starts with one principle. If they are going to 
nd Mexico more cash, they need some guarantee that 
ll be used to boost exports. Otherwise Mexico will 
ly increase. its debts but not its capacity to service 
; a few years hence, its plight will be worse. 
12 oe 


‘he worry about oil’s slide 


Mexico cannot service its debts unless its creditors 










Creditors insist that debtors adopt an IMF programme. ~ ` 
Mexico has done so, but its peso is still overvalued and 
the budget is in a mess: both remain suitable cases for 
IMF treatment. Anyway, Mexico will not get a cent of 
the new credits proposed by Mr James Baker, until it 
can satisfy its creditors that its policies are prudent. 
Mexico initially welcomed the Baker plan, knowing the 
conditions attached to it. It could now force the hands 
of its bankers by saying it is ready for the Baker 
treatment. If they demur, at least the polite uncertainty 
about the plan will be ended. ; 


Stockpiles and shareholders: T 
Although the principle of conditional lending has many 
merits, it is an old formula whose results have. rarely 
lived up to expectations. It also takes time to work, and 
Mexico and its creditors are short of time. Something 
bolder is needed. First move: the United States admin- 
istration could buy extra oil from Mexico, to put in its 
strategic stockpile. It did this in 1982, getting more _ 
money to Mexico quickly without increasing its debt. 
The Treasury could probably justify another emergency * 
purchase to a Congress always suspicious that taxpay- 
ers’ money will be used to bail out both the banks and a 
country that revels in anti-American rhetoric. Buying 
$1 billion-worth of oil, preferably at a bit below this 
week’s spot price, might prove a cheap deal. for the 
American taxpayer. 

A second slug of foreign exchange: for Mexico would 
need to follow, but with a different purpose. It should 
be earmarked for foreign investment in Mexico’s pri- 
vate sector. The money—say, $500m a year for three 
years—could be provided by banks and pension funds, — 
and administered jointly by the Mexican finance minis- 
try and the International Finance, Corporation (IFC), 
the World Bank’s private-sector arm. Any foreign 
investor could borrow from it, at market rates, to put 
into the stock market (where he would have had a 
return of 130% in dollar terms in 1978, and 170% in 
1983); or to build factories; or to buy the 31 of Mexico’s 
250 state enterprises that are up for sale. 

One reason why foreigners have not invested more in 
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_ Mexico is their disenchantment with corruption and red 
‘tape. One reason why Mexican governments have not 
done more to encourage foreign investment is that they 
are frightened of anything they cannot control. But the 
> existence of a special fund, filled with precious dollars, 
~ might be the spur to Mexican reforms and thus would 
















_IFC’s involvement. It would also signal to the world that 


lure foreign investors, who would be comforted by th 





Mexico was no longer pinning its hopes on a crumbling | 
OPEC and a bumbledom of bankers. For lasting eco- 
nomic development, free markets work better than 
cartels—and equity is sounder than debt. 





















The 


-It has taken a foreign businessman with a healthy 
disregard for the excuses which British industrialists 
-make for their low productivity to revolutionise work in 
gne of the least productive industries of all. Mr Rupert 
- ardoch has sacked more than 5,000 workers who had 
sted ie, ten-year-old) printing technology, and 
replaced them with about 500, some of them members 
_ of the electricians’ union. During a single weekend, one 
third of the print unions’ Fleet Street members lost their 
jobs. Another third will probably go, as other national 
ers rush to cut costs. Britain’s trade unions, 
t nearly a fifth of their members since 
hn torn apart by Mr Murdoch’s coup. 
tradit voices plead for united opposition, Mr 
_ Eric Hammond of the electricians would say that unions 
should respond by becoming more competitive 
themselves. . 
Mr Murdoch’s action should serve, not as a model for 
ndustrial change, but as a gruesome reminder of how 
_ change can be brought about in a hurry if it is not 
_ introduced by common agreement. It may find an echo 
_ in the car industry, where union leaders already expect 
_ the incoming Japanese firm, Nissan, to have as big an 
` impact on employment practices as the Australian Mr 
- Murdoch has had in Fleet Street. Mediocre managers 
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> n no longer blame impossible trade unions. for . 


‘delaying the end of restrictive practices. Three set-piece 
_ battles—at Mr Eddy Shah’s Warrington printing works, 

in the coal industry and now at Mr Murdoch’s new plant 
„at Wapping—have shown that management can get its 
own way if it makes careful use of the law; and if it picks 
s ground and its timing. Those who would prefer their 
pany’s premises not to be surrounded by barbed 
nd security guards had better look, quickly, for a 
ier way of boosting efficiency. 











Number One 
he Trades Union Congress is about the 
loyalty. To Mr Hammond, it is absurd to 
expect trade unionists to put loyalty to their brothers 
before their own interests. That'is why he has allowed 
his members to supplant print-workers at Mr Mur- 
doch’s Wapping plant. Even those workers who have 
_been told by their unions not to co-operate have taken 
_ no notice. Members of the supposedly left-wing trans- 
port union are whistling Mr Murdoch’s newspapers 
h the picket lines and across the country. 






UC’s lost legions 


| What is likely to happen as the fighters outside Fort Murdoch fade away? 








This collapse of solidarity raises the question o! 
whether the trade unions have any future apart 
continued decline. The answer is yes only if unions car 
find ways to earn the reasoned support of individu 
workers. Unions that prevent those increases in produ 
tivity which justify higher wages will grow more. 
more unpopular. Their power will dwindle to those jobs 
most sheltered from competition: mainly in the public 
services. l 

Unions need a better set of causes than raising their 
members’ pay a notch above the level a union-free 
industry would offer. When they succeed in that, they 
reduce employment—not always their members’, more 
often that of the young. Usually, unions have. be 
strongest where they are needed least: among £40,000- 
a-year printers, rather thar’ £1.95-an-hour cleaners. 
.. It may be that rival trade-union bodies will de 
from the present split. If so, a fight for. 
members could make the search for new g 
ingly competitive. Mr Hammond emphasises the fina 
cial services his union offers to its members. It bargains 
hard for things it thinks will improve both job satisfac- 
tion and the health of the company: the same terms and 
conditions for white-collar as for blue-collar worke1 
and consultation between management and employe: 
at all levels. The union may add share ownership and — 
share options to its shopping list. It is borrowing som 
ideas from professional bodies, the genteel name th 
doctors, engineers and lawyers give to the organisations 
which protect their pay and jobs. May that serve to 
remind the Thatcher government to move agains 
restrictive professional practices too. i 

There is a way that a compassionate union movement 
could regain its role of supporting the underdog. 
would concentrate on increasing the balance of power 
of the individual against the employer, but not by trying 
in vain to rebuild the lost creed of labour solidarity. _ 
Instead, it would campaign for everything that opened — 
doors to the mobile and aspiring: such as ensuring that _ 
workers could enjoy better re-training and access to — 
education, urging sub-contracting of jobs to small 
workers’ co-ops, seeking transferable pensions, a re- 
vived market in private rented housing, an end to job 
discrimination against blacks and women. Embarr: 
ingly, it is thanks to Mr Murdoch, not the print unions, _ 
that women have been employed for the first time to _ 
help print national newspapers. oe 

















































American Leyland 





Britain’s Labour party often teams up with nationalist 
right-wing Tories to bewilder rational businessmen. 
They have done so again by being cross about General 
tors’ and Ford's negotiations to take over parts of 
at was once called British Leyland. “If the British 
tor industry is owned by a foreign parent”, thunders 
bour’s shadow chancellor, Mr Roy Hattersley, “it 
ill be organised not in the interests of the British 
economy and British workers, but in the interests of the 
‘multinational which bought it”. Actually, any unsubsi- 
dised company will be organised in the interests of 
making vehicles that customers will buy; if it goes on 
making vehicles that people will not buy, the workers 
ill eventually lose their jobs, whether the firm is 
wned by Britons or Lebanese or Patagonians. 

-British taxpayers have thrown £3.8 billion of grants 
and guarantees—about £200 from each family—at BL, 
_in the hope of putting it into a shape in which somebody 
ght buy it. Now that some foreigners might do so, 
here are some genuine questions for politicians to 
nder. Is it desirable that the winner of any auction to 
€ the new owner of BL’s volume-car business should be 
‘ord or Honda? Should Ford be allowed, on antitrust 
unds, to supply 44% of the British car market? 
e points are discussed on page 43. But it is 
nse to pretend that keeping the company British 


quired to return BL to profit. In the past decade BL’s 
rorkforce has been halved, but so has its share of its 
markets. The worst future for BL would be the continu- 
nce of this decline and subsidy, until suddenly Japa- 
e robots, maybe owned by Germans and operating 
rom India or Ireland, showed that the only viable 
British motor industry was one with only one-tenth as 
ny workers. 
This week’s Commons squeal was the noise usually 


Mengistuisation 









olicy of forced removals 


:thiopia’ s leader is not, it must be assumed, deliberate- 
y trying to add to the misery of his country’s unfortu- 
nate people. This will be small comfort to the victims of 
the experiments—innocently. called ‘“‘villageisation” 
and “‘resettlement’”—by which Colonel Mengistu is 
rying to control their lives. 

In. villageisation, more than 3m farmers have been 
ade to move into newly-built villages in the eastern 
province of Hararge; if the experiment works there, it 
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The case against Little England in the motor and other industries 


uld make unnecessary the redundancies that will be | 


f thiopia’s helpers can and should check its leader's 


































made when events are eroding the basis of some 
modern politicians’ power: their porkbarrels. These 
have been diminished because the capacity to use 
knowledge has long since replaced both ownership and 
political fiat as the source of economic power. Atlas 
Copco has machines that allow an operator in one 
continent to operate a robot miner in another. If you do 
not understand how mobile today’s profit-making firms 
have become, consider how this week’s jingoism neces- 
sarily jarred on those making even the medium-tech 
product now before you. 

The articles in this issue of The Economist have be 
keyed directly to the editors’ computer screens frum 
similar computers in the Washington or Tokyo offices 
or from colleagues five yards away; it is not necessary to 
know which as the edited versions are zapped electroni- 
cally to our printshop in London’s Camden Town, from 
where the snapshots for 167,000 of this week's print-run_ 
of 360,000 will be transmitted by satellite to printing 
machines in Connecticut and Singapore. Only 101,000 
of the other 193,000 printed near Gatwick Airport ‘will 
be put on sale in Britain; the rest will go abroad. 

How then is The Economist still a British newspaper? © 
Because about 200 of its 250 employees, including our 
Americans on work permits, prefer to live i ritain and 
hope to go on doing so, But if politici ns like Mr 
Hattersley start to insist that a condition for a company’s 
residence in Britain is to cut itself off from the free 
worldwide flow of talent, of technology, of knowhow and 
of the foreign equity capital necessarily sometimes 
associated with all three of them, then firms ofour sort will 
be beaten by rivals resident abroad. The glum thing abi 
being a modern Briton this week has been to find h 
many Little Englanders can apparently claim majority 

electoral support as they dig themselves in, during this 
international age, behind comical tribal zaribas.. 
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will be. applied to. much of the rest of Ethiopia. The. 
government says that it is easier to provide education 
and medical care in these villages than among scattered 
huts. The real reason seems to be that bundling people 
together helps the soldiers fighting local secessionist 
guerrillas to keep an eye on farmers who might help the 
insurgents. The villagers have become commuters, 
travelling up to ten miles to their farms each day. Many 
have been so busy. building houses that. they | have 
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An Offshore 


Money Market Cheque Account 


DO YOU WANT? 

@ High Rates of Interest 

®@ No notice of withdrawal 

@ A cheque book to give you easy access 


@ An Offshore Account based in Jersey paying 
Interest Gross. 


AND ALSO 


®@ Available to applicants world-wide 
@ No need to have another account with us 


INTEREST PAID GROSS 


12.15% =12.85% 


Compound Annual Rate* (C.A.R.) 
“Interest rates may vary -rates quoted correct at time of going to press. 














from Bank of Scotland 





WHAT ARE THE DETAILS ? 


Minimum opening balance 
Minimum transaction 
Interest is calculated daily and applied me 
Cheques may be payable to third parties and all 
transactions should normally bein sterling. Statements 
are issued quarterly (more frequently if you wish). 
First 9 cheques per quarter are free of charge. 
Up to date rate of interest available by 
telephoning Bank of Scotland, Jersey 0534-39322. 
Simply complete the coupon below and enclose your 
cheque. An acknowledgement of your deposit will be sent 
by retum and your cheque book will follow a few days later. 
Bank of Scotland was constituted in Edinburgh by Act of Scots’ 
Parliament in 1695. Copies of the Annual Report and Accounts are 
available on request from R. C. Home, Manager, Bank of Scotland, 
4 Don Road, St Helier, Jersey or from Bank of Scotland, Head Office, 
The Mound, Edinburgh EHI 1YZ. Bank of Scotland Proprietors’ Funds 
as at 28th February 1985 were £314.4 million. 


Deposits made with offices of Bank of Scotland in Jersey are not covered by the Deposit Protection Scheme 





under the Banking Act 1979. 
To Bank of Scotland Money Market Accounts Centre, I/We enclose my/our cheque for £ (minimum £2,500) payable 
4 Don Road, St Helier, Jersey. to Bank of Scotland. 


I/We wish to open a Money Market Cheque Account. 
l am/We are aged 20 or over, (Please complete in BLOCK CAPITALS.) 


FULL NAME(S) 























ADDRESS. 
SIGNATURE(S) 
DATE 
For joint accounts all parties must sign the application but only one 


signature will be required on cheques. 


Should the cheque not be drawn on your own bank account, please give 
details of your bankers. 


MY/OUR BANKERS ARE 
BRANCH 


a BANK: 
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ACCOUNT NUMBER 
Bank of Scotland Jersey offers a full range of services. For further 
information tick box O 


Oo 
SSBANK OF SCOTLAND 
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60 seconds will just give us time to say ‘yes’ to you 
and 5,999 other banking customers. 

By the end of the year, our brand new computer 
ystem will be able to handle up to 100 transactions 
every second. And instantly update every account. 

_ This does more than maintain our lead in technology. 
It plays an important part in developing the TSB Group's 
wide range of services. These grew apace last year, and 
profits were up 10.1% to £169.3 million, as you can see 
from our latest Annual Report. 
<o. Our speed off the mark with free banking 
-generated a noteworthy increase in our customer base. 
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We opened almost a million new cheque accounts 
during the year. And we increased our share of the 
youth market. 

Personal, mortgage and corporate lending grew 
substantially, 

But our fondness for saying ‘yes’ has taken us far 
beyond banking. l 

Look at the continued success of the TSB Trust 
Company. From a standing start in 1968, we've built one 
of the leading unit-linked life assurance companies, a 
rapidly growing general insurance business and one of 
the nation’s largest unit trust management groups. 
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There are now 2.35 million TSB Trustċards in To TSB Group Communications, PO Box 33, 25 Milk Street, 


circulation: 10% more than a year ago. London, EC2V 8LU 


< We havea major finance house, UDT one of the Please send me your Annual Report and Accounts for the year to ~ 


biggest vehicle rental and leasing groups, Swan National, #0 November 1985; 


and a major vehicle distribution group. Each of them 
showed profit improvements, 

: - Overall, our non-banking activities now account for 
28% of TSB Group profits. 

That's what happens when you say ‘yes’ to your 
customers’ needs. If you send in the coupon, you can 
read all about it... 0... 

Though it may take you more than a minute. en ane nies A 
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~ neglected their crops. laaie had intgely rest the 
_ region’s famine. It is now short of food. 

Tn resettlement, around 500,000 people have been 

R moved by aeroplane and lorry from their homes in the 

_ north-eastern highlands to parts of the west and south. 
= The government says that they are moving to more 

fertile land. In fact, the resettlement areas are low- -lying 

= and malarial, and much of the soil is poor. There is 
evidence that most of the 500,000 did not want to be 

K resettled. They liked their healthy highlands, were 
oe to make the best of the land, and in many 
_ cases were forced to leave at gunpoint. Many have since 
- died. They were weak from malnutrition when they 
started out and received little medical attention in the 
_ resettlement areas. As in Hararge, the main reason for 
fie move was to deprive secessionist guerrillas of 
_ possible supporters. 


Help the victims, not the government 
Resettlement began in September 1984, although it 
= seems to have been thought of as long ago as 1981. 
7 ‘Villageisation began last July. Ethiopia has kept quiet 
about both experiments, as it tried to do about the great 
famine and its persecution of the Falasha Jews. Now 
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PENT 


that the secrets are out, baat can be done to help the c 


victims? Difficult. Throwing money at the famine has 
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saved lives in Ethiopia. The Falashas have been spirited | 


away. The Ethiopian regime is not going to stop 
resettlement and villageisation, which have a loony 
logic reminiscent of Stalin’s collectivisation of Soviet 


agriculture in the 1930s. But the campaign might be — 


slowed down. Much of the misery has been the result of 
hustle and bungle. Even Ethiopian officials are admit- 
ting that mistakes have been made. 


Ethiopia is still a beggar nation, although with ; 


sensible economic policies it could feed itself. It contin-. 
ues to need humanitarian aid from many countries— 
among them the United States, the EEC and Japan—as 
well as development aid, much of it from Italy, the 
former colonial. power. That is leverage. The aid 
agencies working in Ethiopia, swallowing their distaste, 


should try to get into the 77 resettlement sites in order - 
to make life a bit easier for the people there. The — 


humanitarian aid should continue, where it preven 
things getting even worse for the victims of Colon. 


Mengistu’s experiments. But the money the colonel — 


gets for his grander plans, he should be told, will stop 
unless he stops his forced removals. 



























Let the City of London change its rules 


"The London Stock Exchange is bending with the wind 
of change now blowing through the City. It wants to 
-relax those of its rules which give existing shareholders 
Pr 2 pre-emptive right to the first refusal of all secondary 
_ offers of equity finance. The advantage of pre-emptive 
- rights (a chance for existing shareholders to maintain 
-the relative size of their stake) has long been overstat- 
b ed: many a management, deterred by the expense of 

pre-emptive rights issues, has sensibly skirted around 
rules which work better in theory than in practice. 
= Most American companies and their investment 
= bankers favour a cheaper method: the “bought deal”, 
in which banks and brokers take all of an issue on to 
_ their own books. A quoted company in Britain often 
~ has to pay a 2% commission to underwrite a “rights” 
_ issue of new shares which will then be sold at a 10% 
_ discount to the market price, for a total cost of 12%; in 
_ America, a top-quality company would pay slightly 
‘more in commission for a bought deal—say 3%—but 
1 could pitch the issue at a discount to the prevailing 
_ share price of only 3%, making 6% in all. The bought 
- deal can even eliminate the discount if the bank or 
; FP rokna house that is tendering for it thinks it can sell 

_ the shares at a higher price. 

A As a British way of cutting costs, BTR, a big holding 

= company, raised on the Euromarkets 150m and a 
a further 170m ecus ($140m) in convertible bonds in 
October more cheaply than it could have done through 
-~ a rights issue. Other British companies use “vendor 
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Shareholders’ rights 





/ 


placings” (in which a seller pledges shares ata predeter- — 


mined price in exchange for cash) to pay for acquisi- 
tions. Some institutional investors say placings dilute 
their shareholdings and so upset the weightings of their 


portfolios—yet they are often the happy recipients of - 


the placings they affect to dislike. 

The London Stock Exchange now wants to changa 
rules which do not work. This means ending the limit o 
the size of a further issue of equity made through a 
placing; and scrapping the need for shareholder approv- 


al of all issues of equity for cash that are not offered 
share-for-share to existing shareholders. The alterna- 
tive to these reforms is decline. The financial groups — 


Le 


that will be vying for new-issue business once the City is — 


deregulated in October’s “Big Bang” may operate’ 
outside the Stock Exchange. If they cannot quickly and 


cheaply raise money for expansion, many of the compa- 
nies now listed in London may go outside it too. 
Adoption of the American style of bought deals will 
risk giving rise to conflicts of interest when issuing 
houses farm out new stock to their in-house investment 


funds, but there can be safeguards. The Stock’ Ex~ 
change suggests that a waiver granted by shareholders _ 


should last no longer than 15 months or until the next 


annual meeting, whichever comes first. Let Parliament — 


also ensure that the many regulatory bodies now being 
set up have the powers to protect investors—especially 
the individuals, beloved by Margaret Thatcher but 
without the muscle of the institutions. 
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In an uncertain world, British Aerospace’s Harrier offers 
a special reassurance. 
Where conventional runways are under threat, WSTOL 


capability keeps the Harrier safe. 
Where the tactical response must mix force with 
flexibility, the Harrier’s punch is lethal. . 
Where surprise and stealth hold the key to survival, 
Harrier can make any landscape its hiding place. 
< o. The Harrier is not alone: it's one of a fam 











Let your copying capabilities soar with 
781 enlargements and reductions. 


With each of the Minolta zoom copier family, you get the 
choice of 78] individually-selectable zoom ratios between 
1.420X and 0.640X with which to enlarge or reduce the 
image area of your original to the exact size you require 

Zoom enlargement/reduction gives you complete control 
over copying. No longer are you limited to just a few choices 
that restrict the size of the copies that you can make. Think 
of the possibilities! These versatile PPCs will let you “blou 
up” fine-lined engineering drawings so that you can obtain 
only the detailed area that you require. Or you can reduce 
oversized originals to common filing or facsimile transmission 
sizes, easily and quickly. There's virtually no limit to the uses 
you can make of their zoom enlargement/ reduction function! 


And to help you even more, the Minolta EP450Z, EP550Z 
and EP650Z provide Automatic Magnification Selection and 
Automatic Paper Size Selection, too. These help you speed 
through the most difficult copying jobs with confidence and 
ease. And help eliminate the possibility of making mistakes, 
too! Plus all Minolta zoom PPCs feature the Minolta Micro- 
Toning System: advanced copier electronics insure you 
obtain optimum copy quality from even the most difficult-to- 
copy originals 

The Minolta zoom copier family. Each lets your copying 
capabilities soar with 781 enlargements and reductions. 
Which one’s right for your office needs? 








EP350Z with Sorter S- 1010 EP450Z with Automatic Document Feeder ADF-11 
Onginal Size Max A3(11* x 147) and Sorter S100 
Copy Size B4 to AG (10" x 14" to 4'2” x 5')*)| Copy Size A3 to A6 (11 * x 17" to4! 


Copy Speed 15 copies/min. (A4) Copy Speed 25 copies/min (A4) 





Copy Speed 35 copies/min (A4) 


EP650Z with Automatic Document Feeder ADF-11 
and Sorter S-201 

7” to4'ty" x S'h”) Copy Size: A3 to A6 (11 * x 17* to 4'h* x5'h” 
Copy Speed: 46 copiesimin. (A4) 


document Feeder ADF-11 





MINOLTA ZOOM COPIERS 


EP350Z/EP450Z/EP550Z/EP650Z 





MINOLTA 


MINOLTA CAMERA CO. LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka, 541, Japan 


See the EP350Z/EP450Z/EP550Z/EP650Z at these Minolta subsidiaries and distributors; 


Bangladesh Brothers international Ltd. National Scout Bhaban, Inner Circular Road, Kakrail Dhaka, 
G.P.O. Box No. 767 Phone: 400042, 404929 





Hong Kong Minolta pong Kong Ltd. 67-71 Chatham Road South, G/F Oriental Centre, Kowloon 
Phone: 3-676051 

India Methodex oe Pvt. Lid. 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 
Phone: 682475, 682476 

Indonesia P.T. Perdana Nirwana Abadi Co. 678 JI, Krekot Rayo, Jakarta Pusat Phone: 372609 

Malaysia say ae Sdn. Bhd. Wisma Cestel, No. 4, Jalan Kilang (51/206), Petaling Jaya, 
Selangor one: 521033" 

Pakistan Allied Equipment Ltd. First Floor, Nelson Chambers, 1.1. Chundrigar Road, 


G P.O. Box 680, Karachi-] Phone: 219338, 210146 


Philippines Topros inc. Topros Building, Banawe Cor., Atok St., Quezon City, Metro Manila 





Phone: 40-06-24, 49-49-21, Loc. 6, 9 & 43 


Singapore Minolta Singapore (PTE) Ltd. 10, Teban Gardens Crescent, Singapore 2260 
Phone: 563-5533 

Tolwan Santa Office Machines Corp. 1 FI. 75, Sec. 4, Nanking E. Road, Taipei 
Phone: (02) 715-5001 

Thailand Technical Supply Co. Lid. 1808-1812 Kasemrat Road, Kiongtoey, Bangkok 10110 
Phone: 252-9155 to 7, 233-2064 to 5, 391-0215, 392-7412 

Australia Océ Reprographics Ltd. 89 Tulip St.. Cheltenham, Melb. 3192 Phone: 584-1011 


New Zealand Viko Holdings Ltd. 4-10 Alma Street, Newmarket, C.P.0. Box 220, Auckland 3 
Phone: 796-294 
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The Ash Wednesday awaiting 
Brazil's revelling politicians 


FROM OUR SPECIAL CORRESPONDENT 


Carnival began this week, and Brazil 
seems to have a lot to celebrate. The 
country’s first civilian president in 21 
years took over last March. Brazil’s econ- 
omy, the world’s ninth biggest, grew last 
@::: at an astonishing real rate of 8%, the 
world’s fastest. And Brazil's already 
strong trade balance will prosper more 
than any other developing country’s from 
the fall in the price of oil. The only thing 
wrong with this pretty picture is the 
political weakness that threatens to de- 
stroy it. 

The threat is not from Brazil's army, 
whose return to the barracks last year is 
due to be completed with the direct 
election of the next president in 1988. The 
soldiers have been promised that there 
will be no judicial reckoning for human- 
rights offences committed during their 
years in power, and they show no desire 
to take on the burden of dealing with 
Brazil’s economic failings. 

Unfortunately, neither do the civilians 
who succeeded them. When Tancredo 
Neves, the president-elect, died last April 
before taking the oath of office, the fear 

a was that the man who took his place, Mr 


Full throttle 
Brazil's: 
consumer prices 


% change on 
ayear ago 


GDP 
% change on a year ago 
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José Sarney, would prove too weak and 
unpopular to come up with a disciplined 
economic policy and then enforce it 
against Brazil’s unruly politicians. This 
fear has been borne out. The president 
has failed to control the politicians jos- 
tling for position, first in the elections due 
in November for Congress and the state 
governorships, and then in the presiden- 
tial race in 1988. 

The result for Brazil’s 135m people has 
been an inflationary consumer-spending 
boom that is unlikely to last. The econo- 
my is running at nearly full capacity, but 
there is still no sign of investment in new 
manufacturing plant. The latest indica- 
tion of trouble was January’s inflation 
rate of more than 16%. If that pace 
continues, the annual inflation rate for 
1986 will exceed 400%. The finance min- 
ister, Mr Dilson Funaro, was quick to 
blame food shortages and rising coffee 
prices, both caused by a bad drought. The 
real explanation may be that when the 
government helped itself to the fruits of 
the private’ sector's outstanding perfor- 
mance last year, first by heavy borrowing 
inside the country, then by printing mon- 
ey, it sent inflation out of control. 

The usual disciplinarians, the men from 
the International Monetary Fund, have 
been almost powerless. Brazil still has to 
transfer 5% of its GDP abroad each year to 
meet the interest payments on its $104 
billion of foreign debt. But several real 
devaluations of the exchange rate, two 
years of IMF-prescribed austerity early in 
the 1980s and falling oil prices have 
expanded Brazil’s trade surplus from only 
$800m in 1982 to $12.4 billion last year. 
Its foreign reserves last August were $11 
billion. Brazil has recently had plenty of 
cash to meet its obligations to foreigners, 
and has therefore had a free economic 
hand at home. 

Brazil's vast state-owned industries ac- 
count for about half of GNP and govern- 
ment spending for another 10%. Presi- 
dent Sarney’s administration has made a 
habit of satisfying the public sector's 
appetite. It did this first with heavy gov- 
ernment borrowing—at home, this time, 
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In no mood for bad news 





instead of from foreign banks. Before he 
resigned as finance minister last August, 


Mr Francisco Dornelles argued against 





the planning minister, Mr Joao Sayad, for — 


tough measures to cut government spend- 


ing. He was unsuccessful. By the time Mr _ 
Dornelles left office, the government's 


internal debt (what it owed to Brazilians) 


"4 


was increasing at a real annual rate of 
90%. Real interest rates rose above 20%. _ 


President Sarney replaced Mr Dor- 
nelles with Mr Funaro, a Sao Paulo 
businessman who now seems to be in 
undisputed charge of the government's 
economic policy. This has not noticeably 
reined in spending, though some tax 
increases proposed late last year ma 
shave the deficit a bit. Mr Funaro 
dealt with the rest by borrowing less 


—_ 


money, but printing more of it (a path — 


made easier by the departure of 
Sarney’s first central-bank governor, thd 
monetarist Mr Carlos Lemgruber, who 
left with Mr Dornelles). By the end of 
1985 Brazil’s government had an iner 
debt of $24 billion, 30% higher in real 
terms than a year earlier; money supply 
was growing at an annual rate of mor 


than 300%. | a 
The consumer boom has an obvious — 


appeal to voters, many of whom last year 


< 


enjoyed real wage increases in double 


figures after years of being squeezed. 


President Sarney hopes that economic 
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_ growth, which is expected to be about 5% 
_ this year, can be kept going until after the 
November elections. That may be impos- 
- sible if inflation takes off. 
If President Sarney followed the lead of 
Argentina’s President Raul Alfonsin and 
brought in an austerity programme to 
attack inflation, he would have to deal 
with two difficulties. One is the gigantic 
and poorly-run state industries that ab- 
sorb so much money. The government 
= plans to sell many of them off, but has 
moved slowly: so slowly that the com- 
rce and industry minister resigned this 
_ week in protest. The other difficulty, 
_ which is even worse, is the price indexa- 
~ tion that runs rife in Brazil’s economic 
= life. It applies to almost all contracts, 
including those for wages and loans. The 
__ System was intended as a protection 
against inflation; in fact, it just acceler- 
ates the inflationary process. 













































The reluctant ones 
here is little stomach for a campaign 
_ against inflation. Like their counterparts 

L elsewhere in Latin America, especially 
Peru, the young technocrats who move to 
and fro between government and busi- 
2 ness are fed up with austerity; they want 
conomic growth. These  well-inten- 
tioned, often American-educated, men in 
heir thirties are determined to avoid 
nother recession. Hence the harsh words 
_ for the IMF. 

__ Unlike Peru, however, Brazil has given 
ğ them no political leader to reflect their 
views. Mr Alan Garcia, Peru’s 36-year- 
old president, may intentionally be resist- 
ing Latin America’s debt-rescheduling or- 
thodoxy. Brazil’s “opposition” to the IMF 
‘is something else. The heritage of 20 
ears of military rule is a political vacuum 
hat populist rabble-rousers from decades 
a igo are eagerly trying to fill. 

The two likeliest candidates today for 
the presidential election in 1988 are Mr 
Leonel Brizola, the socialist-leaning may- 
Sa of Rio de Janeiro, and Mr Janio 
adros, the right-wing mayor of Sao 
Paulo. These two old demagogues are 
_ anathema to each other, as well as to 
_ most rational men between them. 
_ The main partner in the ruling coali- 
tion, the Brazilian Democratic Move- 
ment party (PMDB), is not doing much to 
-= restrain the splintering of Brazilian poli- 
tics. It was always an artificial body: the 


only a single opposition party. The PMDB 
= has now served its purpose and is fast 
_ disintegrating. Mr Sarney himself, a com- 
mise candidate for the non-job of 
ancredo Neves's vice-president, had an 
É Driacistinguished background as a small- 
town politician who spent most of his 
~ career working with the army. Harry 
3 _ Truman’s past was just as undistin- 
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_ army, when it ran things, would tolerate ' 


guished; but there the resemblance seems 
to end. 

A few new faces are appearing. On the 
right, the Liberal Front party (PFL), a 
centre-right group formed by the old 
military government party and the junior 
partner in the present coalition, is starting 
to move. Mr Olavo Setubal, the foreign 
minister, is a PFL man; he is favoured to 
win the important election for governor 
of Sao Paulo in November. This would 
open the way for an alliance with Mr 
Quadros. On the left, it is much less likely 
that the left wing of the PMDB, represent- 
ed by Mr Sayad, the planning minister, 
can reach any kind of understanding with 
Mr Brizola. Still farther to the left, the 
Workers’ party, led by the trade union 
leader Mr Luis Inacio da Silva (“Lula”), 
is also no fan of Mr Brizola. 

Politicians of all factions are taking a 
more nationalistic line. Brazil’s economic 
recovery and trade surplus have given the 
country some power in dealing with its 
foreign creditors; this will properly be 
used to force a lowering of interest-rate 
premiums, which are still higher than 
those demandedof Mexico. The danger for 
Brazil is that its consumer boom, which has 
taken place for often the wrong reasons, 
will come to discredit democratic politi- 
cians when the brakes have to be put on. 


Israel 


The man who 
wasn't there 


“When you do an exceptional thing like 
this, even against a terrorist state like 
Libya, you had better get results,” said a 
chastened Israeli official after the Israelis 
released the Libyan aircraft they had 
forced down on February 4th. The nine 
passengers travelling from Tripoli to Da- 
mascus in the Libyan executive jet turned 
out to be Syrians and Lebanese. The 
Israelis had hoped to catch either the 
terrorist godfather known as Abu Nidal, 
or some other leading terrorist. 

The Israelis thought the man or men 
they were after would be returning to 
Syria after the meeting in Libya of the 
“Allied Leadership of the Arab Nation’s 
Revolutionary Forces”, which comprises 
22 extremist groups backed by Colonel 
Qaddafi. It seems that Abu Nidal’s depu- 
ty attended that meeting. So did Mr 
George Habash, leader of the Popular 
Front for the Liberation of Palestine, who 
says he had intended to travel back to 
Damascus in the Libyan aircraft but 
changed his plans. 

The Israeli government's intelligence 
information was evidently faulty. So was 
its judgment, many people will say, given 
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the fact that the operation failed. If the 
net had hauled in somebody like Abu 
Nidal, there would have been widespread 
applause. As it was, the episode added to 
Colonel Qaddafi’s new-found support 
among moderate Arabs. Both King Hus- 
sein of Jordan and Egypt’s semi-official 
daily Al Ahram joined the chorus de- 
nouncing Israel’s action as “air piracy”. 
This may prove ephemeral—on the same 
day, an Egyptian court was imposing life 
sentences on four agents whom Colonel 
Qaddafi had sent to murder Libyan exiles 
in Cairo—but anything that gives the 
colonel an Arab pat on the back is a pity. 

Although abashed by the failure to 
make a catch, Israel’s foreign minister, 
Mr Yitzhak Shamir, defiantly asserted its 
right to take this kind of action against a 
Libyan government that assists terrorist 
organisations. He would, doubtless, 
claim that Israel had done no more than 
the Americans did last October, when 
they forced down the Egyptian aircraft 
carrying the hijackers of the Italian cruise 
liner Achille Lauro. However, the men 
thus caught in October were identifiably 
those who had seized the ship and mur- 
dered one of its American passengers, 
and the sole purpose of the Egyptian 
airliner’s flight was to take them to sanc- 
tuary in North Africa. 

If the legality of the Israeli action were 
being challenged in a court, the prosecu- 
tion would presumably argue that the 
interception in international air space of 
an unarmed passenger aircraft was a clear 
breach of international law. Defending 
counsel might counter with the argument 
that, to all intents and purposes, Colonel 
Qaddafi’s Libya is at war with Israel, a 
state to whose destruction the colonel has 
publicly dedicated himself, and that in 
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conditions of war the action would proba- + 


A lucky no-show for Habash 
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However, the case has been taken not 
toa court but to the United Nations 
Security Council, whose members’ votes 
are decided not by legal considerations 
but by what they see as their national 
interests. Outside the council, the prelim- 
inary verdict can only be that the Israelis’ 
action has done them no good, has em- 
barrassed many of their well-wishers, and 
has brought comfort to some of their 
enemies. Once upon a time, Israeli intelli- 
gence would not have got it wrong. 


_ Russia and the Middle East 


Abad place for big 
powers 





n theory, the Middle East ought to offer 
ussia a quiverful of opportunities in its 
„contest with the West. In practice, resent- 
ment about America in this largely Mus- 
lim sweep of the world is. ‘not. easily 











engaged in tricky fence-mending. exer- 
cises at opposite ends of the region. 


Russia’s senior deputy foreign minister, 


attempt to put a bit of balance into its 
attitude to the Gulf war. When the Shah 
„of Iran was overthrown in 1979, Russia 
thought its Persian moment had come. 
Not so. The ayatollahs who pushed out 
the Shah were soon damning Soviet athe- 
ism as much as they were the “Great 
Satan” of America itself. They were ‘not 
encouraged to change their minds by the 
fact that, within two years of the outbreak 























f tussia had consolidated its position as 


> Iraq’s chief arms supplier. 

. Still, Mr Kornienko had:some argu- 
a ments to.offer his Iranian hosts, Russia, 
i whose own oil production is falling; may 
b be in the market for more of Irans. The 
: Iranians are not selling «much oil tò the 
force is stopping them, and the price of 
what they are selling has dropped sharply. 


sides, Russia would like the ayatollahs to: 
grant it some favours. It wants Iran to 
stop helping the guerrillas who. are fighte 
ing against the Russian-backed govern- 
ment in Afghanistan, and it would be 
pleased if the ayatollahs stopped mauling 
the Iranian communist party. 
Even if the R s get little satisfac- 
` tion on those counts from Ayatollah Kho- 
meini, they may be hoping for better 
things when-the 85-year-old ayatollah 
dies. This requires to appear more 
even-handed inthe war. They may 
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converted into affection for Russia. This 
week the Russians have found themselves 


The visit to Tehran on February 2nd by 


Mr Georgi Kornienko, was a. Russian 


“+f war between. Iran and Iraq in 1980,- 


West at the moment, because the Iraqi air 


Mutual convenience here, perhaps. Be- 


be willing to let Iran have a larger supply 
of Soviet-made weapons via countries 
such as Libya, Syria, Vietnam and North 
Korea. They will doubtless also hint- 
probably misleadingly—that their sup- 
plies to Iraq are slowing down. Russia’s 
interests, like the West’s, are compatible 
with a stalemate in the Gulf war. 

There is nothing stalematey about 
South. Yemen, and the Russians cannot 


convincingly distance themselves from. 


the thousands of deaths that have oc- 
curred there in the fighting among Marx- 
ist factions during the past three weeks. 
This. was no merely domestic tiff. The 
winner, it now seems, is the more pro- 


Russian of the groups within the ruling: : 
party. The leader of that group, Mr Fatah 


Ismail, a former president who spent five 
years in Moscow after 1980, has still not 
reappeared, and may have been killed in 
the civil war. But. the acting head of the 
new government, Mr Haidar Attas, is his 


ally and spent a week planning his next 


move in’Moscow at the height of the 
fighting. 

. The. minus-point for Russia is that the 
removal of Mr Ali Nasser Mohammed, 
who was South Yemen’s president until 
the coup, was so messy. The conservative 
Arabs of the Arabian peninsula, with 
whom Mr Mohammed was becoming 


friendly, will be even warier of letting. 
Russians into the region than they were 


before, Even some of Russia's oldest 
friends in the area, such as Colonel Men: 
gistu in Ethiopia across the Red Sea, who 
has.so far refused to recognise the new 
regime, seem disenchanted. In the Mid- 
dle East, it is easier for the great powers 


to profit from the mistakes of others than 


to make ‘the running themselves. 


Haiti 


Sentenced toa 
president-for-life? 





“As you can see, Dam here, strong, firm 
as a monkey’s. tail,” President Jean- 
Claude Duvalier told journalists who had 
hurried to Haiti ọn January 31st to‘check 
reports that he had been. overthrown: “I 
am staying here.” Most Haitians wish he 
were not. At least 20 people have been 
killed during. or ‘after anti-government 
demonstrations in the country’s impover- 
ished interior over the past month. The 
demonstrations seem very likely to 
continue, 

It is rumoured that the president has 
been shopping all week, unsuccessfully, 
for a foreign exile; But Mr Duvalier, who 
is 34 and has been president since he 
succeeded his father in the job in 1971, 
may manage to stay on if he.can keep his 























Duvalier is a big burden to shed 


grip on Port-au-Prince, the ‘capital. O 
February 3rd, he was able to d 
through the city and the surr 
countryside in a motorcade without 
countering any trouble. 


siege, which suspe 
nally guaranteed by the 
rarely respected by his gov 
had a harsh response to a su 
the American secretary of state 
George Shultz, that elections shou d 
held'in Haiti. “I am president-for-lit 
he told a questioner. “What elections 
you talking about?” 
Haitian peasants, normally kept si 
by their fear of the Volunteers for Nat 
al Security, ghoulishly known in ‘ea 
days as Tontons Macoutes or bogeyme 
have been speaking out. “There is no 
ing here,” a 29-year-old man said 
village of St Mare. “Nothing but: 
ployment, If you stay here, yo 
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Domi ‘kan Reouble a are seas 
this year, for the first time, t 
month contracts for 19,000 H. 
cutters have been cancelled 
low world sugar prices. Ha: 
to sail to Florida in rickety fishi: 
are usually caught by American 
Guard cutters and taken back to Port-a 
Prince. There is no escape. 
The demonstrators, in Mr Duv 
view, have been manipulated by 
wrong people”. But the protests 
be spontaneous. There are no sign 
they have been organised by the 
opposition Christian Democrati 
which has been constantly harasse. 
Duvalier regime. Haiti has io guerri 
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in the hills, as far as is known. Many 
demonstrators wave the Stars and Stripes 
and say they hope the United States will 
save them from Mr Duvalier. The Roman 
Catholic church may have helped to turn 
discontent into protest by holding meet- 
ings for young Haitians to discuss their 
hopes and ambitions; the main conclusion 
was that there was little to hope for. A 
widely circulated report that Mr Duva- 
lier’s wife went on a shopping spree in 
Paris late last year did not help. 

The Reagan administration has decid- 
ed to cut off its direct aid of $7m to the 
Haitian government, on the ground that it 
is not making progress towards democra- 
cy or in improving its human-rights re- 
cord. Much now depends on what hap- 
pens in Port-au-Prince. Unlike the 
interior, it has been relatively quiet apart 
from some looting. This may be because 
people in the capital have long memories 
of repression by Mr Duvalier and his late 
father, Dr Francois Duvalier, unaffec- 
tionately known as Papa Doc. They pre- 
fer to let others take the risks. If Baby 
Doc is to be ousted, the inhabitants of the 
capital will have to join in. 


Mexico 


PRlI-determined 


FROM OUR MEXICO CORRESPONDENT 





CIUDAD JUAREZ 


Mexico’s governing party faces challenges 
for 13 of the country’s 31 governorships 
this year. This puts more strain on a 
political system already groaning under 
popular discontent and an economic crisis 
that gets worse with every cent’s drop in 
the world price of oil. The oil crash is 
worsening a recession that has already 
lowered real wages below their level of a 





decade ago. Halfway through its man- 
date, Mr Miguel de la Madrid's govern- 
ment is considered ineffectual. Anti-gov- 
ernment candidates ought to have an 
historic opportunity in 1986; yet govern- 
ment officials say “conditions aren't 
right” this year for the opposition to win 
even one governor’s seat. 

Conditions weren’t right last year ei- 
ther. In the northern border states of 
Sonora and Nuevo Leon, the ruling Insti- 
tutional Revolutionary party (PRI) resort- 
ed to flagrant ballot-stuffing, tampering 
with voter lists and violent intimidation to 
notch up three-to-one victory margins. 
The party’s victim in both states was the 
conservative National Action party (PAN), 
which has managed since the 1982 foreign 
debt debacle to mount a serious challenge 
in much of the north. 

In its 57 years of existence, the PRI has 
never been defeated in a national or state 
election. The ruling party controls every 
federal senate seat, every governor’s of- 
fice, and all but a handful of city halls. 
But Chihuahua, Mexico’s biggest state, 
this year just might be the first to install 
an opposition governor. In relatively hon- 
est elections last year, the PAN won four 
of the state’s ten congressional districts; 
the state’s governor was promptly fired. 
The party’s standard-bearer in the vote 
next July 6th, who was chosen in a lively 
nominating convention late last month, is 
Mr Francisco Barrio, the 34-year-old 
mayor of Ciudad Juarez. 

The city, a dusty but dynamic border 
sprawl across the river from El Paso, 
Texas, contains almost half of Chihua- 
hua’s 2.1m people. It is the biggest mu- 
nicipality ever ruled by Mexico’s opposi- 
tion. The city’s political independence is 
partly a result of its successful export- 
assembly industry; unlike most private 
Mexican businesses, this depends on sales 
not to the government but to the United 
States. Another thriving group of Chi- 
huahua exporters—narcotics traffickers 
protected by some local policemen and 
politicians—has given Mr Barrio a new 
campaign issue to exploit. 

Alienation from Mexico City’s ruling 
class has intensified all along the border 
since the imposition of strict import and 
currency controls in 1982. These restric- 
tions on dollar trading made frontier zone 
residents “feel like criminals”, a state 
campaign official for the ruling party 
privately complained last week. Yet bor- 
der frustrations do not fully explain Mr 
Barrio’s appeal. A fervent “charismatic” 
Catholic who claims divine guidance and 
protests against government policies with 
periodic hunger strikes, Mr Barrio is an 
unusual political figure in officially secu- 
lar Mexico. 

The PRI candidate, Mr Fernando 
Baeza, a former mayor and governor’s 
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aide, is well established in local politics. 
The ruling party is the conduit for govern- 
ment loans and contracts, and uses them 
to keep the economically powerful from 
straying. Last November, the head of 
Monterrey’s Vitro company, a large and 
well-run corporation, was dismissed. He 
had been a vocal supporter of PAN. In a 
meeting with Monterrey corporate lead- 
ers shortly before the dismissal, President 
de la Madrid had asked that they and 
their executives refrain from supporting 
opposition policies. 

Opposition strategists seem resigned to 
overt vote-rigging. For many, an election 
campaign is seen as an effective way of 
protesting rather than a realistic route to 
office. A Mexican official recently 
claimed that the opposition would be 
allowed to win in a small state in the 
interior, but “never” in one like Chihua- 
hua with wealth, land and, most impor- 
tant, a long border with the United 
States. “Strategic” considerations favour 
fraud in the Chihuahua election. 


India 
Here they go again 


FROM OUR INDIA CORRESPONDENT 





AMRITSAR 


The promise of peace in Punjab has not 
been kept. Nearly as many people are 
being killed by terrorists now as in 1984, 
before Indira Gandhi sent the army into 
the Sikhs’ holiest shrine, the Golden 
Temple in Amritsar, to try to finish off 
the militants. The peace agreement which 
her son, Mr Rajiv Gandhi, made with the 
Akali Dal, the Sikh party that runs the 
Punjab state government, has not been 
carried out. The Sikh moderates seem 
weak and frightened in the face of the 
militants who have, once more, taken 
over the Golden Temple. Some people in 
Amritsar say it is 1984 all over again. 

The central government in Delhi is 
getting much of the blame. The first part 
of the peace accord should have been 
completed on January 26th: on that day 
Punjab was to get Chandigarh, a city 
Punjab now shares with the state of 
Haryana as their joint capital. In return, 
Hindi-speaking Haryana was to get some 
villages in Punjab. The commission set up 
to find some suitable Hindi-speaking vil- 
lages on the border said it could not. If 
the government had made the commis- 
sion look harder, it would have found 
plenty of them. Even moderate Sikhs now 
wonder if the central government ever 
intended to put the accord into practice. 

Support for the accord was a main 
plank of the Akali Dal’s platform last 
September, when it won the Punjab elec- 
tion in a landslide; so such scepticism is 
bad for the party. The militants are now 


THE ECONOMIST FEBRUARY 8 1986 


Vhat will it take to dislodge them this time? 
arguing that the voters were duped. They 
have taken blunter action as well: a coup 
against the Akalis’ main spiritual allies, 
the office-holders of the Sikh religion. 
The militants held a meeting of 20,000 
people at the Golden Temple on January 
26th, dismissed all the office-holders, 
raised the flag of Khalistan, as the Sikh 
separatists call their would-be state, and 
read out a list of “traitors” which includ- 
ed the president and the prime minister. 
It sounded like a hit-list. 

Since then, the militants have been 
running the place. They have appointed 
their own high priests and are collecting 
temple revenues. They are also ritually 
demolishing one of the sacred buildings 
destroyed by the army and later repaired 
by Sikhs whom the militants consider 


Water torture 


FROM OUR INDIA CORRESPONDENT 


Among other things, the Punjab peace 
accord was supposed to solve the dispute 
among the states of Punjab, Haryana 
and Rajasthan over rights to river water. 
In time-honoured Indian tradition, a 
tribunal has been set up to settle the 
matter. But any outcome will give Mr 
Rajiv Gandhi a headache. A decision 
against Punjab, where 90% of the farm- 


ers are Sikh, will increase Sikh indigna- 
tion. A decision in favour of Punjab and 
the Sikhs would hurt Mr Gandhi in 
Haryana and Rajasthan, where his Con- 


gress party controls the 
governments. 

Punjab means “five rivers”. When 
India and Pakistan were partitioned, two 
rivers went to Pakistan, while the other 
three—the Ravi, the Sutlej and the 
Beas—fed an intricate irrigation system 


which made Punjab rich. The state now 


State 


THE ECONOMIST FEBRUARY 8 1986 






government stooges. The officials ousted 
by the extremists have been relegated to 
the outskirts of the complex. The leader 
of the ousted officials, Mr Gurcharan 
Singh Tohra, has been out of Amritsar for 
some time, and may be afraid to go back. 
The militants, who assassinated the previ- 
ous head of the Akali Dal, Harchand 
Singh Longowal, are merciless towards 
those they condemn as “traitors”. Most 
of the militants’ officials are wanted by 
the police. 

Having bungled one attempt to eject 
the militants from the temple by force, 
the pro-Akali priests have scheduled a 
counter-coup for February 16th. They 
have called a mass meeting at the temple 
in the hope that, faced with an angry 
crowd, the militants will leave it. The 


grows 60% of India’s grain. But Punjab 
thinks that its poorer neighbours, Harya- 
na and Rajasthan, get more water from 
these rivers than they should, Punjab’s 
soil is better and its irrigation more 
developed. But canals are being dug in 
Haryana and Rajasthan, and both states 
reckon they will soon need more water 
than they are now allowed. 

Haryana is annoyed with Punjab be- 
cause the Punjabis have failed to build 
their half of a canal which was supposed 
to feed Haryana’s irrigation system with 
water from the Sutlej. The canal stops at 
the border between the states. Haryana’s 
chief minister, Mr Bhajan Lal, has 
linked the canal to the rest of the peace 
accord; he says he will not agree to hand 
over Chandigarh to Punjab, another part 
of the peace deal, until the canal is 
finished. The militants in Punjab say the 
canal will never be built. The Punjabi 
government promises it will build it, but 
complains that it has not been given 
enough money. 
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militants have responded by calling their 
own mass meeting—same day, same 
place. The policemen and paramilitary 
troops who already surround the temple 
will be there in force. 

Although most Sikhs voted for peace in 
the election last year, the militants still 
have a lot of supporters among the young. 
Part of the reason for this is economic. 
Punjab is visibly richer than the rest of 
India—people are fatter and look healthi- 
er—but as increases in agricultural pro- 
ductivity have made the rich richer, many 
poorer farmers have been bought out by 
them. More tractors mean less need for 
labour, and for the jobs that are left the 
landowners have tended to hire cheap 
migrants from the poorer states of Uttar 
Pradesh and Bihar. 

An increase in looting and bank-rob- 
beries has depressed business. To make 
matters worse, the central government 
has hampered industry in Punjab by sub- 
sidising it in poorer states. Punjabi com- 
merce is, in any case, run largely by 
Hindus. This all adds up to a lot of jobless 
sons of Sikh small farmers—and a big 
pool of recruits for the militants. 


South Africa 


Fingers point in 
all directions 


FROM OUR SOUTH AFRICA CORRESPONDENT 





President Botha is still being ambiguous. 
After the violence of 1985, he began the 
new political year with a ringing declara- 
tion to parliament on January 31st that 
apartheid was “outdated” and that his 
government had embarked on a new 
course towards racial power-sharing. One 
of his main claims was that “we are 
committed to a single education policy”. 
Four days later the minister of education, 
Mr F. W. de Klerk, explained that this 
policy remains one of segregation. There 
would be “no integration of schools as 
long as my party is in power”. 

The next ambiguity came with Mr 
Botha’s announcement that the pass laws, 
which control black movement in white- 
designated areas and whose enforcement 
still leads to some 200,000 arrests a year, 
would be scrapped by July Ist. But cabi- 
net members in charge of security look 
surprised when asked whether they are 
prepared for squatter camps to mush- 
room as blacks pour into the areas around 
the white cities. There will be no squatter 
camps, they insist. So how many of the 
old controls will be retained in the new 
system of “orderly urbanisation”? 

Then came the bombshell about the 
African National Congress leader, Mr 
Nelson Mandela. Mr Botha, it seems, is 
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clearing the way for his release. Tipped 
off about negotiations that might within 
days lead to the release of the Russian 
dissident Anatoly Shcharansky and a 
South African prisoner in Angola, Cap- 
tain Wynand du Toit, Mr Botha in his 
speech mentioned these releases as a 
precondition for Mr Mandela’s freedom. 
A majority in the cabinet, including the 
hawkish minister of defence, Mr Magnus 
Malan, seemed to have come round to the 
view that the ANC leader could be let out. 

Not so fast. After Mr Botha’s offer, 
senior members of the government, in- 
cluding Mr Malan, delivered speeches 
denouncing the ANC more vehemently 
than ever. South Africans who had talked 
to the exiled organisation in Zambia were 
called traitors. It did not sound, after all, 
as though the government was steeling 
itself to release Mr Mandela and begin 
negotiating with him and his organisa- 
tion. For it is still clear that, if he came 
out of prison, Mr Mandela would insist on 
involving himself in politics. 

These ambiguities reflect an old dual- 
ism in the government’s approach. Mr 
Botha is trying to adjust to the fact that 
the apartheid of separate racial states has 
failed. A new form must be devised, with 
a new gloss. “Unnecessary” and ‘‘outdat- 
ed” features such as the ban on mixed 
marriages, which are unrelated to the 
retention of white power, are being 
dropped. Every effort is being made to 
escape from the stigma of apartheid by 
linguistically repackaging the policy. 

But the bedrock of segregation re- 
mains, It is still a system based on legally 
defined racial groups living apart and 
exercising political rights through segre- 
gated institutions. These institutions give 
blacks limited autonomy over their “own 
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Not a Botha about to relinquish white control 





affairs”, and allow them a token consulta- 
tive role at national level, where control 
remains firmly in white hands. In the 
phrase of Mr Hermann Giliomee, an 
Afrikaner political scientist, the aim is to 
“share power without losing control”. 

The only advance in President Botha’s 
latest exposition of neo-apartheid was his 
announcement of a new national council 
that will include blacks. This is to give 
blacks their token role at the “general 
affairs” level, alongside the Coloureds 
and Indians included in the constitutional 
reforms of 1983. The overall political 
direction remains unchanged. 

Why, then, the possible release of Mr 
Mandela? The government seems to con- 
sider this part of a strategy to deflate the 
ANC while seeking to draw the more 
moderate Zulu leader, Chief Gatsha 
Buthelezi, into negotiations about the 
future of the blacks. Mr Buthelezi has 
already suggested he may take part in the 
new council. 

Mr Botha’s advisers now seem to think 
that Mr Mandela, who has acquired a 
messianic aura after serving 24 years in 
prison, can be “deglamourised” if he is 
released but then fails to bring about 
dramatic changes. After a few torrid 
days, when his appearance might cause a 
surge of black excitement, his appeal 
would begin to fade and the ANC to 
decline. Other blacks—so the theory 
runs—would then be more willing to take 
part in neo-apartheid. As a bonus, the 
release would win praise in the West and 
help fend off economic sanctions. 

But neo-apartheid, like the original 
version, has built-in contradictions. Black 
urbanisation, black trade unionism and 
the attempts to provide for black political 
expression have stirred forces which have 


begun to demolish the new structure even 
before it is in place. If the government 
lets Mr Mandela out without trying to 
come to terms with him, those forces 
could explode. 


Vietnam and Kampuchea 
Victory by stealth 


Vietnam has said many times that it will 
pull its troops out of Kampuchea by 1990. 
This promise may not be as implausible as 
it sounds. Since Vietnam invaded its 
neighbour in 1978, large numbers of Viet- 
namese families have been settled on 
Kampuchean land. By 1990 there could 
be 800,000 Vietnamese—or people linked 
to Vietnam by marriage—in Kampuchea. 
With such a colony in a country whose 
people number fewer than 7m, Vietnam 
may feel that its 180,000 occupation 
troops could safely be brought home. 

Most of the colonisation is taking place 
in the south-east of Kampuchea, along 
the country’s border with Vietnam. The 
creation of this buffer zone against possi- 
ble attacks by a future independent Kam- 
puchea (improbable, but still a Vietnam- 
ese worry) would give Vietnam additional 
confidence to withdraw its soldiers. 

The anti-Vietnam resistance claims, 
probably correctly, that some Kampu- 
chean farmers have been pushed off their 
land to make way for Vietnamese settlers. 
But that is not the whole story. Much of 
the border between the two countries was 
only vaguely defined when the French ran 
both. Many people of Vietnamese ethnic 
origin settled in Kampuchea. One reason 
why Vietnam invaded Kampuchea was to 
protect such people; along with other 
Kampucheans, many of them had been 
ill-used by soldiers of the Khmer Rouge 
government then in power. 

The idea of a future Kampuchea with a 
large, and expanding, permanent Viet- 
namese minority is unappealing to many 
Kampucheans, however much they want 
to get rid of the occupying army. Mr Son 
Sann, who is prime minister of the resis- 
tance coalition, grumbled recently that 
soon nobody in the country will know 
who is Vietnamese and who is Kampu- 
chean. Mr Justus van der Kroef, an 
American academic, gave warning in a 
survey published this week by the Lon- 
don-based Institute for the Study of Con- 
flict that, the way things are going, a 
negotiated settlement resulting in a neu- 
tral Kampuchea is unlikely. Vietnamese 
influence will grow, he says, through 
colonisation and as a result of divisions 
among Vietnam’s foes. What he calls the 
third Indochina war seems likely to end, 
like its predecessors, with a victory for the 
Vietnamese communists. 
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Americans like their:president and like 
the way he governs their country. A new 
opinion poll suggests that Mr Ronald 
Reagan is more popular than Roosevelt 
and Eisenhower were at the same stage in 
eir presidencies. Yet, through their 
elected representatives, Americans regu- 





larly deny Mr Reagan his wishes. They 


respond happily to the themes of his 
yearly state of the union messages, strop- 
-pily to the details. 

So this year, pre-empting the response, 
Mr Reagan separated the general from 
the specific: the thematic message was 
delivered on Tuesday; the laundry list of 
specific requests handed to ‘Congress on 
Thursday, his 75th birthday. In between, 
on Wednesday, came the budget, with 
what Mr Reagan describes as “horse-and- 
buggy” domestic programmes (see page 
33). The compression of events, caused 
by the space shuttle disaster the week 


The man is the message 











WASHINGTON, OC 


before, meant that it was good-news 


Tuesday, bad-news Wednesday. 

An innovation in Tuesday's message 
was the serious treatment given to Ameri- 
ca’s poor, the 33m people, 14.4% of the 
population, who live below the poverty 
line. Mr Reagan, acknowledging that the 
collapse of normal family life within the 
“welfare culture” had reached crisis pro- 
portions, instructed his domestic policy 
council to prepare a study, before the end 
of the year, to evaluate federal welfare 
programmes and present a strategy for 
“immediate action” to emancipate the 


‘nation’s poor from their dependence on 


welfare. 


It is easy to be sceptical of the adminis- 


tration’s intentions. For one thing, the 


council is headed by the attorney-general, 


Mr Edwin Meese, whose only remem- 
bered comment-on the poor was that he 
believed hunger in the United States to be 
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an “anecdotal” affair. A sweepi 
for the “welfare industry” isan 
part of the New Right creed. Mr Reag 
past policies and current: budget p 
als make the poor poorer And the 
cion will remain, unless proved unf 
ed, that the prime aim of the 
exercise is to save money 
tration says that $122 billion of 
money is spent each yea 
grammes to help the poo 
seek imaginative ways 










_ica’s most serious d 


Yet it would be ungenero’ 
the new initiative as a moder 


whole, peopl fe) 
to get off; they a 
he) t 


housshaid that receives some fo 
welfare. 

Loyalty to inappropriate Great § 
programmes, by one partisan gro 
contemptuous neglect, by ‘anoth 
bringing home no bacon; the 
evident need for responsible ret 
Since Mr Reagan, a consummat 
cian, reflects what people want to 
acceptance of the gravity of Am 
poverty could, perhaps, signal a ni 
in public morality. Are the values 
me generation about to give wa! 
comfort about the underclass? * 

In other ways Mr Reagan's fi 
the union message was stylis 
familiar. There were two points of pa 
ular interest. He asked Mr James Ba 
the treasury. secretary, to dete 
whether an internationalt con 
should be convened ‘next year to ¢ 
exchange rates and currencies. A 
years of priding himself on the dol 
strength, Mr Reagan has now 
that the currency markets can gi 
wrong after all. And he asked 
health secretary, Dr Otis Bowen, 
study of gaps in old-age health insur 
(see boxon next page). ! 

In addition, he called;in outl 
number of things that he has been 
before and will be refused age 
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item veto (to let him kill bits of a bill 
without killing the whole thing), a bal- 


= anced budget amendment (to make defi- 


cits unconstitutional), a ban on abortion, 


= voluntary school prayer. He spoke stir- 


ringly, as he does so often and so well, of 
the admirable economic advances under 
his administration; and he graciously dis- 
tributed praise: “Family and community 
are the co-stars in this great American 
comeback.” 
_ Mr Reagan saluted Mr Tip O'Neill, the 
Speaker of the House of Representatives, 
presiding over his tenth and last state of 
the union address, and sought his support 
in mopping up the red ink of the deficit. 
‘The Democrats, who broadcast a curious 
_response to Mr Reagan, out-sentimenta- 





A 75-year-old who has had a brush with 
cancer is presumably more aware than 
most politicians of how the threat of 
catastrophic illness can affect the elderly. 
President Reagan used his state of the 
union address this week to announce his 
second attempt to bring in an insurance 
scheme to cover prolonged spells in 
hospital. He has instructed his new sec- 
retary of health, Dr Otis Bowen, to 
report by the end of the year on how the 
government and the private sector can 
work together to weave a new safety net 
for families which might otherwise be 
bankrupted by illness. The net will be 
more necessary than ever if Congress 
accepts the president’s budget proposal 
to cut Medicare and Medicaid spending 
by $50m over the next five years and to 
increase supplementary charges to elder- 
ly patients. 

Dr Bowen, a former general practitio- 
ner (and governor of Indiana), has al- 
ready done some thinking about the gaps 
in Medicare coverage for the over-65s. 
Just before he took office in December, 
he published a two-part plan in a hospital 
magazine: to extend Medicare financing 
of hospital stays beyond the present 150 
days to a full year; and to insure against 
chronic diseases such as Alzheimer’s 
which require indefinite custodial care. 
Both plans, he claims, would be cost-free 
to the government since they would be 
financed by patients’ contributions. 

+ Since 1984 pensioners have been 
spending a higher proportion of their 
incomes on health care than they did in 
the bad old days before Medicare (for 
the elderly) and Medicaid (for the poor). 
This is because, although Medicare 
spending has increased astronomically, 
to nearly $70 billion this year, a portion 
of Medicare-covered expenses must be 
borne by the patient—charges for this 
part went up by 23% last month—and 

cause some of the biggest medical 
costs are covered only for the indigent. 

` Dr Bowen reckons that by paying an 






lising the president on the family and 
community theme, said flatly that the 
president could not have “unlimited mili- 
tary spending, and unrestrained tax 
breaks and a balanced budget all at the 
same time”. 

Mr Reagan stood by his defence bud- 
get: “The Soviets must know that if 
America reduces her defences, it will be 
because of a reduced threat, not a re- 
duced resolve.” He promised America’s 
help to the guerrillas fighting the govern- 
ments of Afghanistan, Angola, Cambo- 
dia and, in particular, Nicaragua: their 
battle, he said, was a great moral chal- 
lenge for the entire free world. This is a 
theme, not accepted in its entirety by all 
members of his administration, to which 


The old uncovered 


add-on to Medicare of about $160 a year, 
the elderly could insure themselves for 
unlimited hospital stays and limit their 
personal liability to $350 a year. Such a 
plan run by the federal government 
would be cheaper than existing private 
ones because of the size of the group— 
nearly 30m—and because, as an adjunct 
of Medicare, the extra administration 
would be marginal. 

Catastrophe can be used to describe 
any long-term illness. But it is most 
applicable to the condition of the 1.5m 
senile or disabled who need full-time 
custodial care (another 5m are cared for 
at home, mostly by relatives). Medicare 
will have no part of nursing-home ex- 
penses which range up to $70,000 a year. 
Medicaid will pay, but only when a 
patient's assets have been reduced to a 
reserve for funeral expenses—about 
$1,600. Even so, nursing-home charges 
are eating up nearly half Medicaid’s 
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Pondering a future insured against catastrophe? 
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he is expected to return in a foreign- 
policy speech when Congress comes back 
from the holiday it takes in February to 
celebrate the birthdays of two of Mr 
Reagan’s predecessors, Lincoln and 
Washington. 


Foreign policy 
Fits, starts and jerks 


WASHINGTON, DC 


The absence of a referee in Washington’s 
civil wars is causing fresh confusion in 
foreign policy. And the administration, 
proceeding without due care and atten- 
tion, is bumping the nose it is sticking into 



















































budget. Less than 1% of the patients in 
nursing homes are covered by private 
insurance; a few big insurers are just 
starting to test this $32 billion market. 
Dr Bowen has an answer, though not for 
today’s elderly or even tomorrow's. 

The health secretary's proposal is to 
prepare for catastrophe 20 or more years 
in advance by building up individual 
medical accounts, on the model of the 
highly successful IRAs (individual retire- 
ment accounts). Money invested in these 
accounts, which could be used only for 
chronic care, would be sheltered from all 
tax. If the investor died at or before 65, 
his contributions would be inheritable, 
along with interest. Dr Bowen blithely 
argues that, like his insurance plan, the 
IMAs would be cost-free to the taxpayer 
but he admits that the financing of the 
scheme has yet to be worked out. He has 
ten months to do his sums. Meanwhile 
the demographic clock is ticking: over- 
85s, who make the biggest demand on 
hospitals and nursing homes, are also the 
fastest-growing age group in the country. = 
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difficult corners of the world. 

American oil companies have been 
caught in the middle of two foreign-policy 
ventures in those otherwise pretty dissim- 
ilar countries, Angola and Libya. In both 
instances, the administration may have to 
pause, to check whether it might not be 
taking on more than it at first reckoned. 

Mr Jonas Savimbi, the leader of Ango- 
la’s UNITA guerrilla army, has been mak- 
ing a royal progress through Washington 
these past two weeks. The latest cult- 
figure of the New Right, he has been 
lionised as the scholar-warrior of our day. 
President Reagan honoured him and 
promised him help. And the State De- 
partment, considered a laggard in Sa- 
vimbi-worship, issued an out-of-the-blue 
warning to American companies operat- 
ing in Angola that they should not put 
commercial interests before national 
interests. 

Mr Savimbi then startled the adminis- 
tration by going a stage farther than had 
been intended: his guerrillas, he said, 
might blow up American installations. He 
later amplified this suggestion by explain- 
ing that the companies, in particular the 
main oil producer, Gulf, which is a sub- 
sidiary of Chevron, would be attacked 
unless they stopped their anti-UNITA 
“lobbying”; he also promised not to hurt 
any Americans. Chevron was puzzled: 
about a quarter of its employees in Ango- 
la are American citizens. The State De- 
partment, disconcerted, expressed its 
concern at this threat to American prop- 
erty and lives. 

In Libya, American companies are un- 
der orders to get-out with all speed: 
according to the sanctions order, signed 
by Mr Reagan last month as a counter- 
terrorist measure, all American transac- 
tions with Libya should have come to an 
end by February Ist. One difficulty, how- 
ever, is that a strict interpretation of the 
rules would mean about $1 billion of 
American assets going straight into Colo- 
nel Muammar Qaddafi’s treasury. The 
affected companies have pleaded for ex- 
emptions; the executive order leaves it 
vague whether or not they are allowed to 
transfer their business to non-American 
subsidiaries or third parties. This week, as 
the deadline passed, the State Depart- 
ment said that the companies could con- 
tinue with low-level operations while the 
administration made up its mind on the 
transfer question. The guess is that it will 
be business much as usual under new 
names and nationalities. 

This second-thinking fits in with the 
stop-and-go jerkiness of current foreign- 
policy making. Each incident has its own 
history and justification; taken together 
they reflect the incoherence of so much of 
Mr Reagan’s foreign policy, an incoher- 
ence that stems from his reluctance to 
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come down resolutely on one side or the 
other, either in the battles between ideo- 
logical and pragmatic conservatives or in 
the disagreements among the heads of his 
great departments. 

At one end of the scale, this hampers 
American initiative on issues of Soviet- 
American relations and arms control. At 
the other, the rivalry between agencies 
can cause a damaging absurdity, such as 
the false announcement on January 31st 
of the fall of Haiti’s dictator, President 
Jean-Claude Duvalier. This, embarrass- 
ingly, made it look as if the administra- 
tion wanted Mr Duvalier’s departure; 
even more embarrassingly, that is just 
what the administration does want. The 
White House and the State Department 
blame one another for the confusion. 

In between the great and the lesser, 
many aspects of American policy are 
suffering from the overall lack of direc- 
tion. Take the Middle East, which en- 
gages the administration's attention, but 
in flurries, without consistency, Last 
week, almost unobserved, the efforts to 
build an Arab-Israeli peace agreement 
rolled over in near-collapse. Mr Richard 
Murphy, the assistant secretary of state in 
charge of the Middle East, returned from 
his latest exertions without much good 
news, and the administration felt obliged 
to postpone indefinitely its attempt to 
persuade a stubborn Congress to sell arms 
to Jordan. This sends an unfortunate 
message to King Hussein, without whose 
continued best efforts peace is 
inconceivable. 

Later this month President Reagan 
travels to Grenada, where he can forget 
the troubles that beset him from the 
Philippines to Nicaragua to his foreign- 


Oh, to be in Grenada, now that winter's here 


a 





aid programme. America’s action in Gre- 
nada in 1983 remains the one incontest- 
able example of an interventionist policy 
working as planned. Fine, say the prag- 
matists, let intervention be confined to 
similarly propitious circumstances. Fine, 
say the idealists, let Grenada be repeated. 


The budget 
No surrender 


WASHINGTON, DC 





President Reagan’s new budget might 
have been subtitled, “No surrender”. In 
the past few weeks, Congress has threat- 
ened to delay the president’s cherished 
tax-reform plan unless he agrees to a 
budget compromise. Later this year, 
harsher sanctions await: the Gramm- 
Rudman act is designed to cut the budget 
deficit if nobody else will, and in a way 
that might be politically ruinous for Re- 
publican senators seeking re-election in 
November. Yet Mr Reagan’s budget pri- 
orities remain exactly as before: real 
growth in defence spending (see below), 
deep cuts in other domestic programmes, 
and no tax increase. Congress duly de- 
clared the budget dead on arrival. 
Gramm-Rudman_ notwithstanding, this 
year’s budget “process” has kicked off 
exactly as last year’s. 

Under the administration's proposals 
the deficit would fall, in line with the 
schedule set in the Gramm-Rudman law, 
to zero by 1991. For fiscal 1987, which 
starts next October, the plan aims for a 
deficit of $144 billion—$38 billion less 
than the deficit forecast under existing 
plans (known as the current services defi- 
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cit). Unlike last year’s, this current ser- 
vices deficit falls of its own accord 
through the five-year budget period (see 
chart), mainly thanks to the one-year 
interruption in defence-spending growth 
that Congress has insisted upon for the 
current fiscal year. 

As last year, however, the administra- 
tion has calculated both the current-ser- 
vices deficit and the budget-request defi- 
cit on comparatively optimistic economic 
assumptions. For example, it expects eco- 
nomic growth of 3.5% in 1986, 4.0% in 
1987 and 1988, and 3.5-4.0% for each of 
the three years 1989-91. Most private 
forecasters are less cheerful; Data Re- 
sources Inc expects growth of less than 

% this year, rising to a little over 3% 

om 1987. If, starting now, growth 
turned out to be one percentage point 
lower than the official forecast every 
year, the deficit would be nearly $20 
billion bigger in 1987, $35 billion bigger in 
11988, and $75 billion bigger in 1990. 

The administration found other ways to 
bring the Gramm-Rudman targets more 
feasily within reach. Only part of next 
year’s $38 billion reduction in the deficit 
comes from decisions that cut spending. 
he rest would come from decisions that 
increase revenues—for example, roughly 

t billion from the sale of federally- 
Wwned assets, another $2 billion from 
charging for the use of some federally- 

ovided services, and (don’t tell the 
president) $2 billion from higher taxes on 
cigarettes. 

The first of those—proceeds from pri- 
vatisation—would become even more of 
a money-spinner in later years, if the 
president gets his way. All five of the 
Power Marketing Administrations will go 
up for sale; they could fetch nearly $13 
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billion, most of it in 1990 and 1991. 
Selling the naval petroleum reserve will 
bring in $1 billion next year and $2 billion 
in 1988. And the government wants to 
start selling some of its $257 billion port- 
folio of loans: for starters, a pilot pro- 
gramme would sell $2 billion worth next 
year. 

Economists may question the idea of 
selling assets to reduce the deficit. Con- 
gress, though, will focus its rage on the 
president’s request to reduce or eliminate 
a stack of spending programmes. The 
biggest savings come from reform of 
Medicare (the programme that insures 
old and disabled Americans against medi- 
cal bills) and Medicaid (which provides 
health care for the poor). The budget 
asked for cuts of nearly $4 billion out of 
Medicare’s projected spending of $75 
billion in 1987, and more than $1 billion 
from Medicaid’s $26 billion. By 1990, the 
saving from the two health-care pro- 
grammes would be over $13 billion a 
year. How is the money to be saved? The 
budget is a little vague. It advises Medi- 
care to be “a prudent purchaser”; it caps 
Medicaid outlays to grow no faster than 
the index of medical consumer prices—a 
rate deemed “reasonable” regardless of 
projected demands on the system. 

Congress will be no happier about 
projected cuts in student aid. The budget 
chops $1.3 billion from the $8.1 billion 
otherwise expected to be spent on grants 
and loans next year; by 1991 the pro- 
gramme would be running at 41% below 
its current-services level. Another blow 
to America’s middle-class is the proposed 
dismemberment of the Small Business 
Administration. Long one of the presi- 
dent’s favourite targets for attack, this 
would save between $1 billion and $2 
billion a year for the next four years. 

The budget proposes a genuinely radi- 
cal—and therefore controversial—reform 
of federal support for housing. Instead of 
providing an assortment of separately- 
administered direct subsidies to builders, 
owners and tenants, the government 
wants to issue housing vouchers to 50,000 
poor families a year. Beneficiaries would 
cash in their vouchers to pay their rent, 
leaving them free to choose where to live. 
It is an interesting idea, but Congress is 
bound to suspect that it is motivated not 
so much by a wish to liberalise the hous- 
ing market as by the need to save money. 
It saves a lot—nearly $4 billion in 1987, 
rising to $7 billion a year by 1991. 

Most of the other cuts save far less 
money individually. All the more reason 
for congressmen to mobilise to defend 
Amtrak, the Jobs Corps, the Work Incen- 
tive Programme, Urban Development 
Action Grants and the rest. Many dis- 
agree with the president when he says 
that such programmes belong in the pri- 


vate sector. The administration does not 
help its case when it proposes oddities 
like its 9% reduction in spending on AIDS 
research. Nor when it explains its termi- 
nation of the Legal Services Corporation 
(which gives legal aid to the poor) by 
solemnly pronouncing that “private attor- 
neys can and should do much more to 
provide legal services to the poor” (see 
page 36). In this Gramm-Rudman year, 
Congress may eventually have no choice 
but to accept many of the president’s cuts; 
it will not do so willingly. 


Defence budget 


Gramm-Rudman? 
Never heard of it 


WASHINGTON, OC 


As an opening move in the game of 
budget brinkmanship, President Reagan 
wheeled on the defence secretary, Mr 
Caspar Weinberger, with his predictyple 
demand for a huge increase in defence 
spending. Mr Weinberger wants to in- 
crease his department’s spending author- 
ity from (a probable) $278.4 billion in the 
year which ends next September to $311.6 
billion in fiscal 1987. “The defence bud- 
get”, he argues in his annual report to 
Congress, “cannot be regarded as a tool 
of fiscal policy at the expense of our 
national security goals.” But these persis- 
tent requests for more money are no 
longer taken seriously by Congress. 

Mr Weinberger says he is seeking no 
more than a 3% real increase in his 
department’s spending authority, from 





all 
Weinberger: native Californian optimist 
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the level agreed on for fiscal 1986 in one 
of several rounds of budget negotiations 

št summer. But Congress has already 
_ it this year’s spending authority to 

$289.4 billion. If the first round of auto- 
matic cuts under the Gramm-Rudman 
budget-balancing law goes into effect in 
March, the 1986 figure will fall to $278.4 
billion. In that case, Mr Weinberger’s 
apparently modest request would amount 
to a rise of 12%, or 8-9% in real terms. 

The Defence Department is meant to 
provide half the $11.7 billion of cuts in 
actual spending in March if Gramm- 
Rudman goes into effect. The depart- 
ment’s spending authority would have to 
be cut by $11 billion, however, to arrive 
at the reduction in actual spending of $5.8 
billion required from the Defence De- 
partment by the law. Just over half the 
Pentagon’s budget is spent as soon as it is 
authorised, on wages and salaries, main- 
tenance and operations. But the rest goes 
on research and equipment, where it can 
take years to spend all the money author- 

ied by Congress. Roughly $8 must be cut 
-/om spending authority on buying weap- 
ons to save $1 in the same year. 

Undaunted, Mr Weinberger has pro- 
duced a wish-list including a 75% in- 
crease, to $4.8 billion, in spending au- 
thority on star-wars research. The navy 
wants 21 more ships, the air force and 
navy together more than 420 aircraft. But 
the Defence Department predicts that, 
even without Gramm-Rudman, its bud- 
get for buying weapons—up from $64 
billion in 1982 to $97 billion this year— 
will fall slightly in fiscal 1987. 

Slower growth in spending authority 
has begun to affect the Defence Depart- 
ment’s sums. In each of the past four 
years Mr Weinberger has reduced his 
estimate of future spending increases. His 
figure of $311.6 billion for fiscal 1987 is 
$67 billion less than he forecast in the 
budget two years ago. The total amount 
authorised for military spending but not 
yet used will rise again in 1987 to $304 
billion (see chart), but the department's 
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Real growth in defence spending 
% change on previous year 


“unobligated balances’’—authorised 
spending for which contracts have yet to 
be signed—is expected to fall for the first 
time in many years. The Pentagon is 
beginning to work off the fat it put on in 
the early years of the Reagan 
administration. 

One sign of leaner times could be the 
absence this budget season of news about 
the armed forces paying $500 for ham- 
mers or lavatory seats. These scandals 
tend to surface, not entirely by chance, 
just before congressional hearings on the 
defence budget. Mr Weinberger is now 
well armed with figures about this war 
against waste and fraud: nearly 6,000 
people have been hired (at what cost?) to 
keep track of purchases of spare parts; 
and 72% of contracts awarded in 1985, 
compared with 40% in 1980, were thrown 
open to competition, though the Penta- 
gon’s definition of competing bids is 
vague. Yet a thorough overhaul of the 
Defence Department’s methods of buy- 
ing arms, resisted at first by Mr Weinber- 
ger, will have to wait until the president's 
commission on defence procurement, led 
by Mr David Packard, a former deputy 
secretary of defence and the co-founder 
of the electronics firm Hewlett-Packard, 
reports this summer. 

While Mr Weinberger tries once again, 
with the help of what he calls his “native 
Californian optimism”, to get the spend- 
ing increases denied him in each of the 
past three years, Congress is playing a 
different game. In early January the 
chairmen of the armed services commit- 
tees in the Senate and House of Repre- 
sentatives produced projections of fear- 
some cuts in the defence budget from 
1987, if the Gramm-Rudman law took 
effect. Mr Les Aspin, the Wisconsin 
Democrat who chairs the House armed 
services committee, claims that the even 
split between defence and other spending 
envisaged by Gramm-Rudman could cut 
$80 billion from defence spending author- 
ity by the end of fiscal 1987. That would 
leave the defence budget far short of the 
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Reagan administration’s target. Mr Aspin 
rubbed it in by saying that “Gramm- 
Rudman could give us a defence budget 
that Jimmy Carter would assail as a threat 
to our national security”. 


indians 


A reservation too 
small 





FLAGSTAFF 


A quarrelsome three-member commis- 
sion is supposed to be reporting this 
month on how to move several thousand 
members of the Navajo tribe out of a 
Hopi reservation in north-eastern Arizo- 
na. One of the least realistic deadlines 
that Congress faces this year is the legal 
(and political) requirement that all the 
Navajos should leave the disputed reser- 


The pain of eviction 





The story began in 1882 when the 
yernment established.a 2.5m. acre res- 
tion for the Hopis. The tribe confined 
f to a diamond-shaped area in the 
th, leaving the rest to the Navajos who 
it to graze.their sheep. Tension 
tween the two tribes mounted in the 
930s when the Hopis found themselves 
rrounded and outnumbered, The tribes 
nt to court, the Hopis claiming their 
stral land, the Navajos claiming that 
ad on which they had lived for half a 
ntury now belonged to them. Congress 
i. tò settle the argument with its 1974 
ettlement Act. This ruled that the 
Oint-use area” should be. split. equally 
een the two tribes; the Navajos 
ld be moved from the Hopi side and 
ce versa; and a barbed-witre fence 
uld be built along the partition line. 
Things swiftly went wrong. It turned 
that although few Hopis had to be 
ed, the number of Navajos living on 
Hopi side.of the line was not 3,500 but 
00. When’a construction crew arrived 
uild the promised fence, they were 
ed away by a Navajo widow and 
ids who bombarded them with earth 


Wovajo-Hopi 
foint-use aren 
* Big Mountain 


CALIFORNIA 


The effort to move the Navajos has- 


been engaging the spasmodic attention of 
Congress and the Department of the 
Interior for the past ten years. The Hopi 
tribal council, backed by Arizona conser- 
vatives, including Senator Barry Goldwa- 
ter, is prepared neither to extend the July 
deadline nor to negotiate. Yet so far only 
3,000 Navajos have taken their “reloca- 


tion benefit” and got out of the Hopis’ 


} unti-establishment Antioch 


Washington is a liberal town which 
asts. both a flourishing black middle 
class and a prosperous and enlightened 
r: AJl the more surprising, then, that 
he ‘small; off-beat Antioch School of 
we is having such a fight to survive. 
- Antioch is unlike most law schools; it 
trains its students to represent the poor, 
i-paid career. Yet both the Ameri- 
Bar Association, which accredits law 
is, and Antioch University, the law 
‘s parent in Yellow Springs, Ohio, 
fant to shut the place down unless it can 
lickly find more money to improve and 
expand. 
Antioch has always been a bit scruffy 
und the edges. Itis also to be found at 
the centre of most political fights, wheth- 
be to secure > better. education for 


ë provision: ‘of heat: services for the 
justice ‘William Douglas of the 
ice called it ‘the most 


ntioch were ioe cy 
mmando training. First the 
to live with a client’s family. 
she tak ‘ash course in 


combines standard leg ruction with 
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WASHINGTON, DC ` 


representation of poor clients in various 


judicial settings. 

Those settings include the Superior 
Court of the District of Columbia, where 
Antioch students turn up to defend cli- 
ents against charges of possessing drugs- 


or prostitution. They represent. women ~ 


who say that their husbands are trying to 
kill them and defend tenants against 
their landlords. They also argue. cases 
before administrative judges at the De- 
partment of Labour, the Human Rights 
Commission and the Nuclear Regulatory 
Commission (NRC). Indeed, one of Anti- 
och’s projects, representing workers at 
nuclear-power plants, has succeeded in 
closing such plants in three states for 
safety violations. Miss Billie Garde, a 
third-year law student, has gained such a 
reputation in these cases that a team of 
senior partners, associates and paralegal 
assistants from four famous eastern law 
firms was recently rushed to Texas to do 
battle with the young advocate before an 
NRC judge. They lost. 

Another Antioch law student spent 
time in the South defending murderers 
condemned to death. At Antioch he is.a 
one-man recruiting agent, seeking other 
lawyers to represent murderers. Antioch 
wants to launch a special clinic to train 
lawyers to handle cases involving capital 
punishment. Its graduates have won no- 
table victories for the poor people they 
represent. One secured $2m in refunds 


“Having lived ona i remote omie. res- 
ervation all their lives, those who. went 
suddenly found themselves inthe alien 
surroundings of towns such as Flagstaff. 
Few of them could find jobs. The elderly, 
in particular, could speak little English. 
Benefit money went on buying or build- 


“thana third have 
wandered off again. 


f its latest 

peed up the 

move ay appropriating another .$106m. 
Senator Dennis’ DeConcini, the Demo- 


15th on how s to spend the money, 
the second ar ‘important prohibits 
the forced eviction of Navajo families, 
and lays down that nobody should: be 
obliged to move until replacement hous- 
ing becomes available. This should pre- 
vent. the Navajos from being forcibly 
evacuated by federal troops. It may not, 
however, i an end to the ore 


for clients in pide housing, Antioch is 
now in court trying to. block . 
money oa the disabled. 


and $25, 000 a year. AU” 
top salary for a senior, experienced law- 
yer in this field is about $45,000. 

Antioch has until August to put its 
house in order to the satisfaction. of the 
American Bar Association. If it fails. to 
do. so, its graduates will not be given the 
accreditation needed to take the bar 
examinations in ‘most states and. the 
District of Columbia, The university’s 
trustees: want ‘the: law school’ to. find. 
$2.5m for classrooms before the middle: 

i nth. But so far the law school’ 
more than $200, 000 from 


Washingtoni: have given a scant 
$5,000. To make matters: worse, the 
ic Corporation, the. quasi- 

ane) that gives legal aid 


ioch now seems 
the University of the District 
might take it over. 
council and Mayor... 
favour of supporting 
Í ; ; But to'do so hey will 
have 1 fo find money. 
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L'empire strikes back 


FROM OUR PARIS CORRESPONDENT 


The French empire was never as vast as 
Britain’s, but it was big all the same. The 
sun never set on it either. Since the 
empires. expired, France has been more 
coy than Britain about admitting that it 
likes to keep up the ties with its former 

= children. Charges of neo-colonialism 
aunt the French, perhaps because there 

- something in the charge. But shyness 
“about forming a Gallic commonwealth 
may disappear when the leaders of practi- 
cally all the countries where French is 





spoken hold a pioneer summit meeting in 


Paris on February 17th-19th. 
i Considering France’s determination to 
“uphold its language, it is odd that no such 
summit conference has been held before. 
There: has been talk of convening one for 
_ 20: years, since de Gaulle was in power. 
The: idea seems to have foundered on 
“the Canada problem”: Quebec, valiant- 
‘ly French in culture, served both as an 
inspiration for some form of Gallic com- 
monwealth and as an obstacle. It is part of 
a federal Canada that would not have it 
acting as an independent player on the 
international stage. 

Quebec was not all. French. presidents 
have aroused a certain amount of contro- 
versy over the way they have kept control 
of ex-colonies in Africa, not letting inde- 
pendence change their propriectorial ap- 





proach. General de Gaulle’s Africa hand, 
the shadowy Mr Jacques Foccart, was 
reputed to have single-handedly run 
France’s former territories in black Africa 
long after they were supposed to be 
running themselves. Right down to Presi- 
dent Mitterrand, the influence remains 
strong. If France has never ventured to 
hold a full French-speaking summit until 
now, it has been regally presiding over 
Franco-African summits for many years. 

The way to the broader meeting was 
unblocked when Mr Pierre Trudeau lost 
his job as Canada’s prime minister. He 
and Mr Mitterrand were known to get on 
badly. Since then, with a number of 
African countries pushing hard for the 
French-speaking summit, the Mitterrand 
government has resolved the Canada 
problem by agreeing with Mr Trudeau's 
successors that Canada itself should take 
part in the summit, with Quebec partici- 
pating in its own right as a Canadian 
ancillary (for good measure, New Bruns- 
wick is sending its own people too). 

The 40-plus summiteers are a mixed 
bag from Europe, Africa, the Middle 
East, Asia, the Americas and the Pacific. 
(France’s few remaining colonies— 
classed as part of France itself—will not 
be at the talk-in.) They are defined as 
“having usage of the French language in 
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er of anything, has searched its sou 
will be there observing. Apart from Ca 
da, temporary cross-overs from the 
ish commonwealth include Mauritiu 
Seychelles. The most glaring stay-awa' 
Algeria, once an extension of metr 
tan France in North Africa. The’. 
ans, wary opponents of neo-colonialis 
are scrupulous about keeping their r 
aligned credentials intact. Their abse 
saddens the French. 
By rough calculation, this pioneer $i 
mit represents some 250m people 
can speak some French. But only half t 
number, organisers say, use French 
their mother tongue: a small total bes: 
that of the world’s English-speakers 
discrepancy has led to speculation 
the Mitterrand government is holding 
summit—which in fact looks more | 
the launching of a Gallic commont 
thana commonwealth—in a grand effo! 
to stop the French language and cul 
from being swamped by English. 
The French are adamant. that. tt 
initiative is not directed against the , 
glo-Saxon world. It is, however, a 
self-defence: not only about safeguard 
the French language, but about keep 
abreast of scientific progress. and 
communications explosion. At the to 
the agenda, above the likely deba 
South Africa and other such things, 


oo BF 


Anybody here speak German? 
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Americans. and Englishmen travel 
abroad confidently expecting to be un- 
derstood: Ys. The. French 
th V a more Carte- 














; , preferably shorn of those intru- 
sive anglicisms. Circumstances make 
West Germans more modest. For them, 
finding a. German-speaker outside the 
countries of central Europe is a pleasant 
rprise. 
Such modesty does not make. the slow 
but. steady decline of German. as an 
ternational language any more palat- 
able to linguistic patriots. A recent sur- 
vey of 68 international organisations, 
carried out for the West German govern- 
ment, showed that German was a full 
working language in only 12 of them. 
German, Austrian and Swiss publishers 
spent much of their joint annual confer- 
ence last year bemoaning the decline of 
German as an international scientific 
nguage. There has been a sharp drop, 
, dn the number of non-native Ger- 
an-speakers learning the language. In 
e late 1970s, the total was 17m. By 
983 the figure had dropped to 15m— 
nd 9m of those were in the Soviet 
nion. 
Despite the large number of German 
migrants to the United States over the 
st 150 years, the West German gov- 
ent estimates that only 1.3m Amer- 
ns speak German and only 2.7% of 
merican schoolchildren learn the lan- 
age. The Munich-based newspaper 
üddeutsche Zeitung. noted in January 
at the number of university students 
llowing German courses in the United 
shad fallen from 216,000.to 126,000 
the past 20 years. In the same period, 
50 American universities and colleges 













































osed programme to create . world- 
‘rench data banks. This is to ensure 
Fren h-speaking countries do not 
gh-tech laggards—and to save 
| from having to rely on American- 
vided data banks. 
vir Mitterrand’s Socialist government 
been just as zealous about. propping 
French as any of its conservative 
lecessors. In the early 1970s President 
mpidou became quite chauvinistic. At 
reing laws’were passed that made it 
o-use English words in govern- 
t documents, on television newscasts 
ven in advertising, Mr. Mitterrand 
d up the offensive in 1984 by set- 
g up a high-level language commissari- 
with the task of sustaining French “by 
means” (how fair or how foul being 
to -his linguistic- --Heutenants’ 
agination). 
The ‘pay-off has béen. satisfactory. 
hough these defenders of French may 










offer German courses, half have no stu- 


` much brighter. German is no longer an 





had. closed their German language de- 
partments. Of 70 universities which still 


dents learning the language. 
Nearer home, the picture is not that 


obligatory language in schools in most 
countries of western and northern Eu- 
rope. A survey carried out for the gov- 
ernment in Bonn last year reported that 
almost half the pupils at Norwegian and 
Swedish schools tookGerman but that 
interest in the language was. declining 
“slightly” in both countries. In France, 
19% of children learn German but not. 
many seem to remember much after” 
leaving school. The estimated total of 2m 
adult German-speakers in France in- 
cludes 1.5m in the border regions of 
Alsace and Lorraine, on. the: linguistic 
shadow-line. In Britain, the number of 
secondary school pupils taking O-level 
examinations in German is less than a 
third of the number who take French. 
The West German government is this 
year providing DM449m ($180m) to en- 
courage the spread of German abroad. 
compared with DM319m in 1983. Of 
this, DM180m ($72m) will go to the. 
Goethe Institute, which helps to spread 
the German language and culture at 150 
schools in 66 countries. But defenders of 
German are contending with one of 
modern Germany’s internationalist vir- 
tues. Why should non-German-speakers 
who do not want to live in a German- 
speaking country, read Schiller in the 
original or follow Wim Wenders’s films 
without subtitles take the trouble to 
learn one of the world’s more forbidding 
languages when so many of the Germans 
they meet will talk to them in English 
anyway? 





have a Canute complex in the face of 
English high-techisms. In the past ten 
years more than 2,000 French terms have 
been invented to oppose an incoming 
English tide. The trick is to hit on inge- 
nious French equivalents quickly—other- 
wise the foreign word splashes trium- 
phantly ashore, says Mr Philippe de Saint 
Robert, the commissariat chief, who has a 
score of language committees plying him 
with novel terms. 

In the computer (ordinateur) field. they 
have done well, creating well-entrenched 
words like informatique (data-process- 
ing), télématique (telecommunications) 
and logiciel (software). But they have not 
been sprightly enough to dislodge many 
simpler foes such as le design, le hard rock 
and le marketing, and they do not even 
challenge le hot dog. 

That all this is a proper concern of 
French foreign policy was made crystal- 
clear this week in a new book by Presi- 


publication, his Reflection on Foreign 
Policy” seems designed to underpin his 
campaign to.continue as France’s interna- 
tional. policy-maker even if’ Socialist 
losses in next month's parliamentary elec- 
tion weaken his authority at home: Mr 
Mitterrand sa book: “Nobody 
listens tòa pe hich loses its words.” 
That sound advice to the 
summit. ‘ 
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The Communists, pacifists and Greens: 
who held arti-NATO demonstrations i 
several Spanish cities on February 4th ca 
at least claim that they have always been 
consistent on. the question. Few other 
people in Spain can make that claim. 

When Spain joined ‘the alliance four 
years ago Mr Felipe Gonzalez’s Socialist 
party opposed membership, but on Feb- 
tuary 4th Mr Gonzalez, now prime minis- 
ter, was calling in parliament for a pro- 
NATO vote in the referendum that is to be 
held on March 12th; Even more unex- 
pectedly, warm praise for the alliance has 
been voiced on television by the deputy 
prime minister, Mr Alfonso Guerra, who 
attributed his change of heart to his 
experience of the alities of government. 










ans, hardly” mentioning 
making NATO sound like an extension of 
the BEC. we 

The leader of the conservative opposi- 
tion, Mr Manuel Fraga, wants Spain t 
stay in the alliance, but is recommendin,, 
abstention in the referendum, which he 
considers unnecessary. And the centrists, 
who. took Spain into NATO in 1982, are 
now holding aloof and: telling Spaniards 
to vote whichever way they like. 

The Socialist governme i 
that it will not putits forces into NATO's 
integrated military structure, will not let 
nuclear weapons be deployed on Spanish 
soil, and will. seek a reduction of the 
American military presence in Spain. In 
the. referendum it will reiterate these 
et nitments. and “then put the 
question: “Do you consider it in Spain's“. 
interests to remain in the Atlantic alliance 
on the terms” agreed” upon by the 
government?” o= 

‘Even after adopting this formul lation, 
the government has to take account of the 
fact that many Socialists are unenthusias- : 
tic about NATO. The Socialist trade union 
federation says it will advise its members 
to vote “no”. Dissidents have “been 
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Guerra points Spain towards realities 


threatened with expulsion if they fail to 
respect party discipline. Consequently 
even the left-wing ginger group /zquierda 
Socialista, until last weekend a shrill op- 
ponent of NATO, has meekly agreed to toe 
the party line. Meanwhile the party’s 
referendum committee is carefully map- 
ping out the campaign so as to spare 
Socialist leaders the embarrassment of 
speaking in towns where they cam- 
paigned against NATO four years ago. 

In contrast, the red-and-green anti- 
NATO campaigners are fizzing with enthu- 
siasm. They have been infuriated by the 
government's use of the words “Atlantic 
alliance”, instead of NATO, in the referen- 
dum question. Names are important in 
Spain, and “Atlantic alliance” has a dig- 
nified sound in Castilian. For more than 
five years OTAN, as Spaniards call it, has 
been a familiar target of abuse, and 
opponents must now rewrite some of 
their slogans. 

Soundings taken by the government 
have shown a steady narrowing of the 
lead that opponents of NATO formerly 
held. A minister said on February 3rd 
that opponents and supporters are now 
“more or less balanced”. An opinion poll 
published last week in the Madrid daily E/ 
Pais showed, for the first time, a favoura- 
ble plurality, with 42% supporting contin- 
ued membership of the alliance and 26% 
opposing. All polls, however, predict a 
high abstention rate. 

Mr Gonzalez said this week that, al- 
though it would be “traumatic” to leave 
the alliance, the government would “‘de- 
cide against NATO” if the referendum 
produced a no vote. Some NATO support- 
ers think that what he would actually do 
would be to call an election (one is due 
before November anyway) and include 
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NATO membership in his election plat- 
form. In 1979, when the Socialists refused 
to drop Marxism from their party stat- 
utes, he resigned as party leader and was 
re-elected in a landslide six months later. 
However, many Socialists—and many 
non-Socialists, including Mr Fraga—be- 
lieve that Mr Gonzalez can win his refer- 
endum. If there is one Spanish politician 
who can make a U-turn without crashing, 
they say, his name is Felipe. 


ireland 


Can O’Malley break 
the mould? 


An unforeseen bandwagon has started to 
roll across Ireland. The Progressive Dem- 
ocrats, the new party that Mr Desmond 
O'Malley founded less than two months 
ago, are drawing the crowds at their 
meetings. So far, they have only four 
members in the Dail (all former members 
of the Fianna Fail opposition party), but 
one opinion poll suggests that they are 
already favoured by 19% of the elector- 
ate. This could give them more seats than 
Labour, the republic’s third biggest party. 
Labour got 16 of the Dail’s 166 seats with 
only 9% of the votes at the last general 
election. That was in November 1982, 
and a new election must be held by next 
year at the latest. 

The new party looks like breaking a 60- 
year-old mould. It has long been a sour 
Dublin jest that, in Irish political animos- 
ities, the sins of the grandfathers are 
visited on their grandsons. Few of the 
men who fought in southern Ireland's 
1922-23 civil war are row alive; but, if a 
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family’s grandfather then followed Ea- 
mon De Valera in refusing to recognise 
an Irish state that did not comprise the 
whole island, the family is still likely to 
vote for Fianna Fail; if he took the other 
side in the 1922-23 fighting, it is more 
likely to support Fine Gael. 

With the passage of time, this original 
line of division might have been expected 
to become fainter. Only three years after 
the civil war De Valera himself broke 
with the Sinn Fein extremists to found 
Fianna Fail, which subsequently held 
power in Dublin for so long that it got to 
look like the party of the establishment. 
But in fact the Northern Ireland question 
has now re-emerged as the clearest issue 
between the two big parties. And this is 
not simply the result of the past 16 years’ 
violence in the north. 

In the 1960s Fianna Fail, after years of 
dedication to protectionism and to cham- 
pioning the poorest small farmers, set out 
to woo businessmen and to attract foreign 
investors to Ireland. The ascetic De Vale- 
ra aura has been replaced by that of such 
unashamedly rich men as the party's 
present leader, Mr Charles Haughey. 
Meanwhile Fine Gael—especially since 
Mr Garret FitzGerald, the present prime 
minister, began to change its former con- 
servative tilt—has shifted leftwards, 
thereby making it easier for Labour to 
join it in successive coalition govern- 
ments. On the northern question, howey- 
er, the gulf between the two big parties 
remains wide, and Mr Haughey widened 
it once again when he joined the Ulster 
Unionists in denouncing last November's 
agreement between the British and Irish 
governments. 

Mr O'Malley and his colleagues have 
not broken with Fianna Fail solely be- 
cause of Mr Haughey’s northern policy, 
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although their aim of lifting the shadow of 
the civil war from Irish politics is one of 
the main things that has drawn supporters 
to them. The Progressive Democrats may 
also win over a good many of the Fine 
Gael voters who have been finding it hard 
to stomach Mr FitzGerald’s painful eco- 
nomic austerity. If, at the next election, 
the new party does as well as the present 
indications suggest it will, it could be in a 
position to hold the balance between 
Fianna Fail and Fine Gael, which now 
have respectively 72 and 70 seats in the 
Dail. And that might give Dublin politics 
the kind of jolt that is still required to jerk 
it out of its 60-year-old groove. 


West Germany 
Hrrm, explains Rau 
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Mr Johannes Rau, the Social Democrat 
campaigning to become West Germany’s 
next chancellor, promises that his party 
will go into the 1987 federal election with 
a clear defence policy, based on loyalty to 
the western alliance. On February Sth Mr 
Rau went to the White House to say just 
that to President Reagan. In themselves, 
the two men have much in common: both 
are intuitive, populist politicians who 
take an optimistic view of life and some- 
times stumble over details. In the mes- 


‘sage he took to Washington, however, Mr 


Rau is unlikely to have impressed the 
president. The Americans, like the voters 
back home, are wondering how Mr Rau’s 
promise of NATO reliability can be 
squared with his party’s dithering over 
defence. 

Mr Rau’s Social Democrats agree that 
they want to stay in the western alliance; 
many of them also want American cruise 
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and Pershing missiles to be removed from 
West Germany. That does not add up to a 
defence policy. Even staying in the alli- 
ance can mean different things to differ- 
ent Social Democrats. Some would like 
things to remain much as they are. Oth- 
ers, such as Mr Oskar Lafontaine, the 
left-wing premier of the Saarland, would 
like West Germany to emulate France 
and withdraw from NATO's military struc- 
ture. Mr Rau says diplomatically that he 
believes there should be a thorough dis- 
cussion of the issue, but confusingly does 
not say where he thinks that discussion 
should lead. 

He is equally vague about the fate of 
the American missiles being deployed in 
West Germany. Mr Rau, like the major- 
ity of his colleagues, opposed deploy- 
ment, and this remains party policy. The 
snag is that, with deployment going 
ahead, the policy looks out-dated. Not 
even Mr Lafontaine expects the Ameri- 
cans simply to fly their missiles out of 
West Germany if the Social Democrats 
come to power next year. Mr Rau says he 
will respect agreements already reached. 
That means, presumably, no unilateral 
attempt to get the missiles out. His left 
wing does not like that at all. 

So Mr Rau goes on to explain that he 
still wants the missiles out. He expects 
this to come about through an agreement 
with the Soviet Union, leading to both 
American and Soviet missile cuts in Eu- 
rope. So far there has been no progress in 
that direction at the Geneva arms-control 
talks, but Mr Rau lives in hope. When it 
comes to arguing the case with West 
Germany’s voters, the Social Democrats 
have little option but to await the decision 
of the superpowers. 

Mr Rau and his party are clear and 
united on two things: they oppose Mr 
Reagan’s Strategic Defence Initiative, 
and they think West Germany should 
push forward its relations with Eastern 
Europe. The second of these policies has 
led the Social Democrats to conclude a 
draft agreement with the ruling East 
German communist party to ban chemi- 
cal weapons from German soil. Talks are 
under way about a similar agreement on a 
nuclear-weapons-free zone. Good rela- 
tions with Eastern Europe are generally 
popular in West Germany, but these 
party-to-party contacts have caused 
raised eyebrows. More to the point, East 
Germany has no control over what weap- 
ons—chemical, nuclear or otherwise— 
the Russians put on its territory. 

Last year, Mr Rau was able to get away 
with generalities. He swept ahead of all 
other politicians in the opinion polls after 
winning re-election as premier of North 
Rhine-Westphalia. He is himself still 
much more popular than the chancellor, 
Mr Helmut Kohl. As with Mr Reagan in 


America, his appeal is greater than his 
party's. But unlike an American presi- 
dent, a West German chancellor needs a 
parliamentary majority to win power; and 
the Social Democrats are still trailing 
behind the present centre-right coalition 
by at least 5% in the polls. 

Mr Rau’s task over the next 12 months 
is to keep his party united without sound- 
ing wishy-washy on defence. West Ger- 
many’s voters, noting that the new mis- 
siles do not seem to have brought the cold 
war back, will not be easy to impress. 


Soviet Union 


Nikita’s ghost 


As he gets ready for the first pari 
congress of his era, at the end of th 
month, Mr Mikhail Gorbachev is ola 
enough to remember the opening 30 years 
ago next Friday, February 14th, of the 
famous 20th congress, which knocked 
Stalin’s statue off its pedestals in the 
Soviet Union. The almost-30,000-word- 
long “secret speech” in which Nikita 
Khrushchev indicted Stalin's personality 
cult in February 1956 may not have taught 
western historians much, but for the com- 
munist world it was dynamite. 

The first reverberations were heard 
later that year, when Poland’s “spring in 
October” brought the apparent libera- 
liser Gomulka back to power, and the 
Hungarian uprising was crushed by the 
Soviet army. The cracks that now criss- 
cross the communist movement through- 
out the world date back to that original 
shock (even though the tactful French 
Communists for years referred to “the 
report attributed to Comrade Khru 
shcheyv”). In Russia itself, Khrushchev’ 
speech almost brought his own over- 
throw, when his nervous colleagues on 
the Politburo out-voted him. But Khru- 
shchev reversed the decision with the help 
of the armed forces, and the elimination 
of the “‘anti-party group” in June 1957 
marked the beginning of his seven years 
at the top. 

Why did Khrushchev, who had served 
Stalin loyally, turn against him? Because, 
for all the zigzags and retreats he per- 
formed while in power, Khrushchev re- 
cognised that the only way to make Rus- 
sia more efficient was to change the way it 
was run. Khrushchevism argued that a 
country which has more to eat gets more 
relaxed. A better educated labour force 
would increase productivity. A more 
plentiful supply of consumer goods would 
satisfy the growing demands of these 
more skilful producers, and at the same 
time allow a little more freedom. The 
whole system could be relaxed gradually, 
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and from above; the East European ẹm- 
pire could be controlled by more flexible 
methods; and the West would ultimately 
be “buried” in more or less peaceful 
tompetition. 

The Khrushchev programme rested on 
the premise of regular and rapid econom- 
ic growth. History records what hap- 
pened to that premise, and to the man in 
charge. By October 1964 most of the 
people who mattered in the Soviet Union 
had decided that Khrushchev’s reforms, 
however half-hearted, endangered their 
power. So they replaced him with Leonid 
Brezhnev, whose don’t-rock-the-boat 
policies threatened nobody, except in the 
long run the regime itself. 

That is why Mikhail Gorbachev, after 
Russia’s long doze under Brezhnev, faces 

~“4e same need to revitalise the country 
tat Khrushchev faced. The growth in the 

„ümber of skilled technicians and scien- 
tists, of graduate engineers and qualified 
managers, has not prevented a steady 
decline in the economic growth rate. An 
awareness that something has got to be 
done has spread through the Soviet estab- 
lishment. After a last hesitation—the 
strange Chernenko interlude—the estab- 
lishment opted for Mr Gorbachev, and 
gave him a licence to purge. 

The new leader starts with a couple of 
advantages. In temperament, the master- 
ly modern manager who kept his cool at 
Geneva is a smoother operator than the 
exuberant, improvising peasant-turned- 
townsman who banged his shoe at the 
United Nations. And purging is easier in 
Russia nowadays. Sacking the incompe- 
tent and corrupt now means, in most 
cases, a pension, not the gulag. But Mr 
Gorbachev still has Khrushchev’s central 

-conundrum. How do you reform the 

pparatus when the only instrument you 

- uave to do it with is the apparatchiks 
themselves? 

Mr Gorbachev's answer may have to be 
a historic shift of power within the Com- 
munist party in favour of its economic 
wing. He wants to increase labour pro- 
ductivity by nearly 150% between now 
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and the end of the century. That almost 
certainly means allowing more initia- 
tive—more freedom—to Soviet manag- 
ers. The party would keep its central- 
planning powers. But at all levels of the 
party below the top, more freedom for 
the managers of the economy means less 
supervisory power for ordinary appara- 
tchiks. They would be pushed aside. Can 
Mr Gorbachev get them to accept it? No 
wonder he is haunted by the ghost’ of 
Nikita Khrushchev. 


Hungary 


Let them defeat 
themselves 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


Green is the colour many other East 
Europeans go when they look at Hunga- 
ry. Not only do Hungarians live better 
than most of their comrades in other 
communist countries; they also have a 
government that is a bit more tolerant of 
criticism. On February 8th Hungary’s 
independent environmentalist move- 
ment, which calls itself the Duna Kör, or 
Danube Circle, plans to march through 
Budapest to protest at the joint Hungar- 
ian-Czechoslovak dam to be built at Na- 
gymaros in northern Hungary. 

If the march is allowed to go ahead, for 
the first time in Eastern Europe a group 
of local environmentalists will be flanked 
by visiting Austrian and West German 
Greens, who all agree that the dam will 
do irreparable damage to the environ- 
ment of central Europe. That will give 
new heart to the small but growing envi- 
ronmentalist lobby in communist Europe. 
It will not be evidence, however, that 
environmentalism is to be allowed to spill 
over into broader opposition to the 
government. 

Just as the Hungarian authorities seem 
to be prepared to tolerate a little green 
politics, they have closed down the offi- 
cial Rak Part debating clubs in which 
Hungarian intellectuals could thrash out 
their differences, The move against the 
clubs early this year followed a heated 
debate last November, in which several of 
the participants openly called the 1956 
uprising in Hungary a “revolution”. Offi- 
cially, it was a “counter-revolution”’. The 
clubs are to remain closed until what are 
called the dissident elements have been 
silenced, 

Lest Hungary be tempted to let ideo- 
logical standards slip, the Soviet Union 
has been keeping a beady eye on it. The 
Soviet party newspaper Pravda last 
month took the Hungarians to task for 
allowing themselves to become over-de- 
pendent on the West and thereby expos- 
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ing themselves to “undesirable ideologi- 


cal influences’. In a reply on Budapest 


radio, Mr Matyas Szuros, the Hungarian 
party’s secretary for foreign affairs, ac- 
knowledged that undesirable influences 
had to be guarded against—but gave no 
hint that Hungary would change its 
policy. 

Alas, Hungary’s opposition groups are 
often their own worst enemies. Behind 
the walls of government institutes, econo- 
mists and historians are relatively free to 
discuss controversial issues such as eco- 
nomic reform, the non-abolition of pov- 
erty, and Hungary’s relations with the 
Soviet Union. Those intellectuals who 
stayed in Hungary after 1956 have traded 
their passive support of the Kadar regime 
for access to research materials and re- 
sources—and in many cases have man- 
aged to stretch the bounds of official 
tolerance. But outside the government- 
run institutes, the opposition in Hungary 
is fragmented and divided against itself. 

It is hard to find two Hungarians in the 
Opposition who agree with each other on 
anything. The “populists”, writers who 
want to stir up criticism of the treatment 
of Hungarian minorities in neighbouring 
Slovakia and Romania, have little in 
common with the “urbanists”, for whom 
political and economic reform are more 
important than nationalist niggles. Even 
in the Danube Circle there is disorder. 
The circle’s mentor and leader, a biologist 
called Janos Vargha, is a green anarchist 
who prefers spontaneity and collective 
decision-making to the well-organised 
campaign favoured by others. In the 
resulting confusion some of the Danube 
Circle’s more politically astute members 
have left in disgust. 

In an attempt at unity, Hungary’s op- 
position groups met in the little town of 
Monar last summer to try to iron out their 
differences—with little success. They can- 
not explain even one of their points of 
disagreement with the government in less 
than several closely typed, polemical 
pages. Not for Hungary the determined 
crispness of Charter 77 in Czechoslovakia 
or Solidarity in Poland. Take off the 
pressure and the opposition goes soft. Is 
that the lesson from Hungary to the rest 
of Eastern Europe? 


Austria 
Under the cowl 


Loftier standards of behaviour are ex- 
pected of today’s churchmen than of their 
predecessors in earlier ages. That is prob- 


ably why even the usually cynical Austri- — 


ans were shocked by the announcement 
from Rome on February Ist that the 
abbot of one of their monasteries had 
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on sacked by the Vatican, Congr gation nomic development is well below the EEC , from time to time, ways are sought to. 
, department) for Religious Orders for average, into the European convoy: prevent the laggards from holding back 
ous financial malpractice. Despite the modesty of the proposed | the rest. A two-speed Europe: was formal- 
ë- monastery in question, Rein-Ho- reforms, the Community can progress. ly proposed in.1976 by the Belgian foreign 
rth near Graz in Styria, ispartofthe only at the pace of its slowest member. . (then prime) minister, Mr Leo Tinde- 
ient Cistercian order and had fallen on ig + mans, His EEC colleagues gave his report 
rd times during the second world war. a first-class funeral. Ț 
fortunes revived dramatically 12 years The idea was not. new: General de 
go when Father Paulus Rappold, an able A cut abo ve Gaulle had come up with his version of it 
ind energetic 35-year-old monk, was | FROMOUR SWITZERLAND CORRESPONDENT in: 1967; when he proposed a vast free- 
“abbot: .Under -his. direction, the w ; ‘trade ‘area. for the whole. of Western 
astery’s finances improved enough delling sell for 100 pecrp: Se aaa i ate three-nation di- 
© be renovated to the standards of | sided pocket. knives, affectionately e 
former glories. The state chipped in known as Swiss army knives, are sold y r region’ S: political 
h a generous subsidy, but the main annually across the world. The reabh] affairs. In. fact. a two-speed Europe was 
dit went to Abbot Rappold’s manage- created when the EEC was set up in 1958, 
ial ability and leadership: splitting Western Europe: into the com- 
w, after deliberating for five . mon market and EFTA. 
ths, a Vatican inquiry has come to i The difficulty for today’s EEC would be 
he conclusion that the: apparent improve- to apply the two-speed idea to a single 
ntin the monastery’ s- fortunes was NZ F i organisation, If the. more. integration © 
| on financial mismanagement by Ab- A TASS J minded members, ‘who include most o 
Rappold. The inquiry does not spell the original six, were. in the fast group, 
xactly what the abbot is supposed to . the slow group would lump together those 
done, except to.say that he enriched 7, who do not want to integrate faster (such 
self in the process; but documents . F.. as Britain and Denmark) with those who 
tthe case have been handed over to r; cannot because their economies cannot 
rian. public prosecutor. The mon- yet stand the stiffer pace (such as Spain, 
ry now owes 30m schillings ($1.8m) to Portugal and Greece). These would then 
editors, a debt which Austria’s other fall farther behind. 
Cistercian monasteries have to make Among proposals to cope with diversi- 
|. The official church line is that ty is one for an-EEC a la carte, where 
ly knows where the money has countries: choose the areas in which they 
‘The former abbot claims it all went want to participate. But that could be 
the monastery’s renovation. After very divisive. Another is for a community 
nforced resignation, he has gone off based on what has become known in 
three weeks’ leave. Brussels as “variable geometry”—an ex- 
Some of Austria’s senior Catholics see pression for the way a swing-wing aircraft 
Rappold case as.a reflection of the adjusts its ‘profile according to its speed 
rmissive atmosphere in the Catholic _ and role. Those countries. wishing to take 
ch.in Austria under Cardinal Franz part in major international projects— 
; who has just retired as the Arch- such as- a high-speed train network or a 
of Vienna. Respected as a church broadband telecommunications system— .. 
tesman (and Popemaker), the cardinal could go ahead without the rest. The risk 
w being criticised for being too easy- would be that, in giving such arrange- 
with his flock. His successor, yet to has just celebrated its centenary. ments institutional or legal form, the 
Appointed, is expected to be a sterner Knife-owners, prepare for inspection. | bigger members would increase their 
er of church discipline—and finan- Does your knife have a corkscrew? If so, domination of the smaller, who on most 
you have what is properly called the | such Euro-projects would: be reduced.to 
Swiss officer’s knife, a model which has the: role of subco t actors. i 
hardly changed since the beginning of 
the century. Today no self-respecting 
mountaineer or Arctic explorer. would 
set off without one, The Dutch and West 
Terman armies are regular customers 
(although ‘the Bundeswehr: specifies a 
German éagle on the. shank instead of Ki ) 1 
the Swiss cross): Occasional military or- J al tary ystem. -Greece has not 
ders come from. elsewhere, pie introc d VAT, a membership require- 
from the Nigerian air force. ; y st Germany protons i its farmers 
Confusingly, the Swiss army itself no ; al 
longer issues what most people would 
recognise as the “Swiss army knife”. The 
pocket knife supplied to each of the 
40,000 recruits who enter the Swiss mili- 
tia-army every year has no corkscrew; 
worse, aluminium alloy has replaced the 
familiar bright red of the sides. Only the 
cross remains surrounded by red. 
































































































































thing, say the cognoscenti, is made by 
only two companies: the Jura-based firm 
of Wenger and the slightly larger firm of 
Victorinox in central Switzerland, which ] 
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‘Danes approve the ee pack- 






nity’s $ most reluctant “members; Even 
rder will be: slotting the newcomers 




















BRITAIN 





Now, a banana skin with 


wheels on 


After Westland, now BL. A Conservative 
party still reeling from the row over an 
American bid for Britain's only helicop- 
ter manufacturer has just discovered that 

s Thatcher’s government is negotiating 

turn Britain into the biggest economy 
“in the world without its own car indus- 
try—and without discussing it in full cabi- 
net first. All the bits of the only domesti- 
cally-owned vehicle-maker, BL, seem 
about to be sold: the Leyland truck and 
Land Rover divisions to America’s Gen- 
eral Motors; Leyland Bus to the (British) 
engineering firm, Laird; and the passen- 
ger-car business, Austin Rover, to—pos- 
sibly—Ford. 

The news was greeted with glee by 
Labour’s deputy leader, Mr Roy Hatters- 
ley, and with horror by trade unions and 
by Tories from the West Midlands. They 
triumph and despair too soon. BL has not 
yet been dismembered or sold. Nobody is 
saying what the negotiations between 
Ford and Austin Rover are about. Ford 
may not be interested in buying the firm 
and nothing may come of the talks even if 
it is. For most of last year, Ford and Fiat 

\egotiated about merging their European 
ar-design and manufacturing operations, 
but that deal fell through. 

The talks between GM and Leyland 
Vehicles (the lorry-making division) are 


Em 


further advanced. The deal makes sense 
for GM because Leyland Vehicles has 
invested heavily in a new range of lorries, 
while GM's own models, made by its 
Bedford subsidiary, are clapped-out. It 
makes sense for BL because, despite the 
investment, the lorry division is still losing 
money. But the terms upon which GM 
takes over Leyland Vehicles have not 
been settled. Leyland Vehicles has been 
kept going by interest-free loans from BL. 
At the end of 1984, these totalled 
£370.6m. GM is unwilling to take on this 
debt and the government is unwilling to 
write it off. 


More marginal in the Midlands 
Carmaking still provides jobs for lots of 
voters. Austin Rover employs 38,000 
people within a 50-mile radius of Bir- 
mingham. For every job in the vehicle- 
assembly business, there are usually said 
to be two-and-a-half in sidelines such as 
car-component making and car dealers. 
Most of the Tory seats in the West 
Midlands are marginal. Birmingham, 
Northfield (which contains BL’s Long- 
bridge plant) was once a safe Labour seat, 
was captured by the Tories in 1979, won 
back by Labour after the member’s death 
and back again by the Tories in 1983. 
That is one reason for the outcry. 


£] A model that didn’t work 


West European car market, %shares 
O%2 4 6 8 


1980 total: 10-1m 
1985 total:10°6m 
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Time ran out i 
There is another, more emotional one. BL. j 
was once a model of how to reverse 
Britain’s industrial decline. It was to 
engineering in the late 1970s what Mr — 
Rupert Murdoch’s News International is _ 
to newspapers today. A strong-minded _ 
(and also foreign) chairman, Sir Michael 
Edwardes, sacked 1,000 workers a 
month, including bolshie shop stewards; 
introduced new models that people actu- 
ally wanted to drive; and set BL on course 
to make a profit in 1985 for the first time | 
in seven years. 

The experiment has failed. Austin — 
Rover has been unable to survive in the — 
European car business. Europe’s over- 
crowded market is split between six big 
producers, each with roughly 12% of the — 
market. There is room only for five: 
Europe’s carmakers now produce about — 
2.5m more cars each year than drivers a 
buying. Austin Rover’s share of this mar- 
ket (see chart) is only fractionally higher 
than that of the upmarket specialist, 
Daimler Benz. BL has not filled a specia- — 
lised niche: instead, it offers more models 
than any other carmaker of its size. It has _ 
the capacity to make around 750,000 cars — 
a year but in 1985 made only 476,000. It is ` 
the only volume car maker in Europe — 
which has less than 25% of its domestic _ 
market. 

So why does Ford want Austin Royer? — 
One answer could be: to close it down. 
Even if there were assurances that that — 
would not quickly happen, any marriage — 
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Seven unasked questions 


The House of Commons defence select 
committee has been trying to discover 
what part the prime minister, Mrs Mar- 
garet Thatcher, played in the leaking of 
the letter about the Westland helicopter 
company sent by the solicitor general, 
Sir Patrick Mayhew, to the then defence 
secretary, Mr Michael Heseltine. The 
committee had hoped to interview the 
key officials concerned. In their place, 
the government offered the cabinet sec- 
retary and head of the civil service, Sir 
Robert Armstrong, who had been re- 
sponsible for the government's own in- 
quiry into the leak. 

The public interrogation of Sir Robert 
by the committee served to show how 
ineffectual members of Parliament are as 
inquisitors. The MPs failed to ask why Sir 
Robert had not interviewed either the 
then industry secretary, Mr Leon Brit- 
tan, who has taken responsibility for the 
leak, or Mrs Thatcher herself. Nor did 
they question the extraordinary speed 
with which the leak was “authorised” 
and implemented. 

The experience proved far less daunt- 
ing for Sir Robert than had the dress 
rehearsal with his cabinet office col- 
leagues to which he had earlier submit- 
ted himself. Here are seven questions 
the MPs should have asked: 

1. Was the industry secretary, Mr Leon 
Brittan, aware, before he went to lunch 
on the day the letter was leaked, that it 
was on its way and would allege “materi- 
al inaccuracies” in Mr Michael Hesel- 
tine’s letter of January 3rd? 

2. Had Mr Brittan, before he left for 
lunch, discusssed either with his private 
secretary, Mr John Mogg, or with his 
press secretary, Miss Colette Bowe, the 
possibility of disclosing the contents of 
the Mayhew letter? 

3. When and how did Miss Bowe and the 
prime minister's press secretary, Mr Ber- 
nard Ingham, first know that the May- 
hew letter was being written? Who gave 
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_ with Ford should be referred to the Mo- 


_nopolies and Mergers Commission. Be- 
‘tween them, Ford and Austin Rover 


= would have 44% of the British car mar- 
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_ ket. Past experience of mergers between 
big carmakers based in the same country 
has not been happy. In France, after 

_ Peugeot, Citroen and Talbot merged, 


= sales declined sharply. The reason was 
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Bb. 


that, when overlaps in the dealer net- 
works were cut out, redundant car sales- 
men started importing other cars to sell. 
If Ford does not buy Austin Rover, 
Honda may. Austin Rover already de- 
Signs cars in partnership with Honda. It 
already markets two cars that are the 
fruits of this partnership. Another two are 
in the offing. If those come into produc- 
tion, Austin Rover will be an upmarket 


them copies of it and when? 

4. What action did Mr Ingham believe 
Mrs Thatcher wanted after receipt of the 
Mayhew letter and how did he come to 
this view? 

5. What instructions did Mr Ingham give 
Miss Bowe and in what way did she 
misunderstand them? 

6. Had Mrs Thatcher discussed with Mr 
Brittan, or with any of her staff at 
Downing Street, the need or opportunity 
to put into the public domain any inaccu- 
racies which might emerge as a result of 
Sir Patrick’s inquiry and letter, both of 
which Mrs Thatcher has admitted she 
initiated? 

7. When did Sir Robert first discuss with 
Mrs Thatcher, Mr Brittan, Mr Heseltine 
or Mr Ingham Sir Patrick's letter of 
January 7th (copied to them all), which 
protested at the leak; or the suggestion 
made on January 7th by the attorney 
general, Sir Michael Havers, that a leak 
inquiry was needed? 


Honda assembly plant (indeed the pros- 
pect that this might happen could be one 
reason for Ford to make a defensive shut- 
out bid for Austin Rover now). 

Would this be a great misfortune? 
Since Austin Rover has no future as a 
volume carmaker, the sensible answer is 
that it would be better than what is 
happening now. The British motor indus- 
try is becoming an assembler of multina- 
tional car parts already. According to Mr 
Daniel Jones of Sussex University, Ford 
and GM were net importers of 350,000 
cars into Britain in 1984. That makes 
nonsense of the idea that the government 
could demand guarantees that Austin 
Rover will remain a British company. It 
will not prevent Tory members of Parlia- 
ment from demanding them. 


Labour party 


The curse of 
Liverpool 


Since Mr Neil Kinnock’s speech at last 
year’s Labour party conference, “Against 
Liverpool” has been the rallying cry of all 
those wishing to declare their loyalty to 
the party leader. Yet so confused are 
Labour's internal affairs that Mr Kinnock 
may not be able to cut his party free from 
the far-left Liverpool councillors and 
their Militant supporters. 

The Liverpool councillors are facing 
three attacks. The most serious is a High 
Court case brought by the District Audi- 
tor, accusing them of “wilful misconduct” 


when they delayed setting their roia 


(property tax) last year. According to th 


auditor, that delay led to the loss of 


£106,000 of interest that the council 
would have earned on money that it 
would otherwise have received. Labour 
councillors in the London borough of 
Lambeth face similar charges. If the Dis- 
trict Auditor wins, the councillors will be 
personally responsible for the loss, and 
may be banned from public office. 

The Liverpool councillors still have 
friends in the Labour movement. They 
need them. The costs of the case will be 
bigger than the alleged loss of interest. 
The councillors’ defence fund attracted 
little support, and so the transport work- 
ers’ union, which had agreed to find the 
rest, has had to lend an unexpectedly 
large sum, believed to be more than 
£70,000. Lambeth council’s defence fund 
did better; the transport workers’, gener- 
al and municipal workers’ and public 


employees’ unions have only had to 


cough up about £20,000 towards that 
London borough’s legal costs. 

The second attack on Liverpool is the 
inquiry by a sub-committee of Labour’s 
national executive committee into the 
city’s district Labour party. This will 
report on February 26th. It will recom- 
mend changes in the present constitution 
of the district party. At present, delegates 
from the transport workers and general 
and municipal workers—the latter strong- 
ly Militant—outnumber those from ward 
and constituency parties. The inquiry will 
recommend that the roles of the district 
party and the Labour group of councillors 
should be redefined. It is alleged that the 
district party now sets the policy line; 
under the party’s constitution, this is a 
role for the group. 

These recommendations will be unani- 
mous, but they will not cause Liverpool's 
Militants much heartache. As to the first, 
union delegates may in future simply be 
nominated from ward parties; as to the 
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Water goes private 


If you can privatise the water indust 
gr vernment reckons it can (in Englan 
ued an unusually honest discussion paper examining how, and this | 


Y, you can ‘privatise anything. The 
and Wales, at least). A year ago, it. 


week produced its answers. They are not convincing 


Since 1974, ten water authorities—out- 
side Scotland, where local government 
still does the job—supply 20.2m custom- 
__ ers with 17 billion litres of water a day (a 
quarter of it through 29 “water compa- 
nies”, private-sector but closely regulat- 
ed). They also collect and remove sew- 
age. They manage rivers, handle land 
“and road drainage, protect against flood- 
ing, control pollution, navigation, fish- 
ing and other watery recreation, and 
maintain sea defences. 
°° Both by.its nature and its particular 
structure in Britain, this is a hard indus- 
try to privatise while still -protecting 

















i » Piped fresh water is an 
essential, and (exept, notably, for cool- 
i ower stations) there is almost no 
ute for it. Locally, “retail” supply 

| monopoly, and: wholesale 
'y nearly so: The same is true 
lection, though less so of its 
d disposal. So how is .the 
ure to be alone a 

a fair pri 










have regulatory powers ov umpteen 
matters, notably control of pollution, in 
some of which they are also operators. 
They enforce the law, and indeed make 
i bye-laws of their own. Who should in 
uture exercise these powers? 

Unprofitable duties. Things like land 
‘drainage, flood protection and various 
conservation duties offer no prospect. of 












financed by raising a precept from local 
“authorities or direct from the local rate- 
payer. Who. would do.them and how 
would they be paid for? 

@ Commercial drawbacks. Water sup- 






Manpower pe on -#) ar 
400,000 


harging customers. At present they are» 


‘Water supply 
E Bei mba sit vitoa Hot 


ply. might seem modestly attractive as a 
commercial proposition. It is no go-go 
business—-demand rises about 1% a 
year—but a steady one and, albeit regu- 


_ lated, a monopoly. The water authorities 


have become much more businesslike, 
notably since the 1983 Water Act: as the 
chart shows, manpower is down almost 
one fifth from its 1979 peak, to 51,800. 
But the business has some unappeal- 
ing oddities. First, charging. Over 99% 
of households, and half even of the 1.7m 
non-domestic customers, pay not for 
what: they use but according to their 
property's rateable value..So the suppli- 
er cannot profit from better marketing. 


Meters would take time and £2 billion to 


install, although not much to read once 
that can be done electronically. But 
nobody knows how demand would re~- 
spond for the 75% of water now unme- 


tered; studies abroad suggest that it». 


might fall by 15-30%: 

Second, the water authorities’ £27 bil- 
lion (at replacement cost) of assets are 
largely underground: 160,000 miles of 
water mains, 120,000 of sewers. No in- 
vestor can know what upkeep costs are 
likely to be, especially in places like 
Lancashire where pipes and sewers often 
date from the industrial revolution. A 
crude estimate.is that the worst 20% of 
sewers need £1.5 billion spent on them— 
but nobody knows which they are. 

This week’s white paper fudges the 
trickiest questions. The authorities will 
first be made public companies, and then 


sold as entities, licensed to carry out all 


today’s functions (except the £100m-a- 

year of land drainage and flood protec- 
tion). There are no official price. esti- 
mates yet, though selling the companies 


How they compare. Water authorities! manpower, return on capital, and debt“ 


ye a- won Up s 
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Total:... 
£4-Thn 


Aesidenta; plùs allowances tor holiday and business users 1Current-cost operating profit as % of current-cost assets, 1984-85 


+March 1988 


Rates of ‘Debt! 
; go. taturat(®} {etn} 


z and others, with no more safeguards 





will not raise anything like the £27 bil 
which those assets are supposedly wo 
One guess is £6-7 billion, which would 
more than British Telecom raised, and 
about as. much as British Gas may yiel 
Much depends on decisions still to be 
taken-on‘capital restructuring and the 
authorities’ combined £4.7 billion 
debt. No timings either, though Whit 
hall- hopes to get rid of at least one: 

ond 1967. The Thames water author ty 












Employees and capital spending. 
and Welsh water authorities 







esasy" money terms 
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Mappower (000 Let 


hoping for £1 billio equity, 
half fixed-interest), already has Lazards 
at work. Wessex might be next. 
So far, so good. But the big issues 
remain. Like: 
© Consumer protection, There will b 
consultative machinery (thanks a lot), 
and a regulatory watchdog, enforcing 
performance standards and. limiting 
price rises, probably with an inflatio: 
minus-X% formula (and probably un 
form nationwide), Experience of the 
equivalent for British Telecom has not 
been happy. Still, this could not be worse 
for consumers than the recent past, when 
prices have been rammed up, under 
government compulsion, to reduce th 
water authorities’ borrowing needs. 
@ Regulatory powers. This issue is eva 
ed. The new companies. will make the 
rules and enforce them, on themselves 



















than today. 
@ Duties. These will mostly be left with 
the companies, to be enforced by ‘the 
watchdog. The companies will have even 
more incentive to scamp than the prese 
authorities, which are not renowned 
conservationists. 

On these two last points, Mr Watts 
speaks for the industry: public-spirited 
behaviour is “part and parcel of our 
philosophy”. Today, perhaps. But critics 
say that privatised water will work only 
such a philosophy is also that of comme 
cial water companies. i 
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Hatton is sartorially unsound 


second, Liverpool councillors shrug “so 
what?’’. So there is pressure on the inqui- 
ry to go further, and recommend that 
some leading councillors and Militants 
should be expelled from the party. On 
this the inquiry is split. A minority consid- 
ers expulsions to be tantamount to a witch 
hunt against hard-working party mem- 
bers, and some party organisers feel the 
same way. Besides, those expelled might 
take legal action, and would certainly 
exercise their right of appeal to the full 
national executive committee and to the 
Labour party conference. 

At the party conference, they might 
find an embarrassing measure of sympa- 
thy. Militant has continued in its efficient 
way to gather strength. Four supporters 
of Militant have now been adopted for 
parliamentary seats. Militant claims that 
even its unsuccessful candidates have re- 
ceived a gratifying amount of support. It 
knows precisely how many adherents it 
has on each constituency general commit- 
tee, and claims that votes for its candi- 
dates often exceed that number. 

So expelled Liverpudlians would not be 
friendless at the conference. But their 
friends would not include those who have 
launched the third and most virulent 
attack on the councillors: those left-wing- 
ers who are so keen to show loyalty to Mr 
Kinnock that they spit blood at the word 
“Liverpool”. In part, this is cultural. The 
leading Liverpool councillors are a world 
away from the young Londoners who now 
dominate Labour's left. A character like 
Mr Derek Hatton—who likes such ideo- 
logically unsound things as velvet collars 
to his coats, natty suits, boxing and foot- 
ball—is hated by the London left more 
than by Liverpool businessmen, whose 
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tastes are much the same. 

Because Militant has stood by Liver- 
pool, it runs the risk of becoming isolated 
from some otherwise natural allies. For 
instance, some Militants would like closer 
links with the far-left Campaign group, 
which claims the support of more than 30 
MPs. But the sticking point for some 
leading Campaign supporters (including, 
probably, Mr Ted Knight, the leader of 
Lambeth) is the style of the Liverpool 
councillors. There is precious little 
chance of Militant ever cutting its ties 
with the scousers. 

The rest of the left would have a fine 
excuse to get rid of the Liverpudlians if 
they were charged with the corrupt prac- 
tices that many accuse them of. That is 
unlikely. The year-long investigation of 
Mr Hatton’s affairs is now thought to 
have been narrowed down to just five 
expenses claims. Two of those, on which 
he has been grilled by the police, are said 
to total less than £100. If Mr Kinnock 
wants to rid his party of the curse of 
Liverpool, he will have to do it himself, 
and it will not be easy. 


Unemployment 


Desperate 
measures 


Adult unemployment has trebled under 
Mrs Thatcher, to 3.2m. Add in school 
leavers, along with those removed by 
special employment measures and statis- 
tical sleight of hand, and make some 
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BY get 33 mn 
A year on the dole makes job-hunters supine 


allowance for dole fiddlers: the true num- 
bers of jobless could be nearly 4m. 

The government had been hoping that 
the rise in unemployment had halted. Not 
yet: the seasonally-adjusted total for 
adults rose sharply in December and 
January. And there is more gloom: job 
vacancies have fallen for three months in 
a row, while the growth in employment 
has stalled. In 1983 and 1984, new jobs 
were created at an average rate of 350,000 
a year. In the first nine months of 1985, 
the employed labour force rose by only 
90,000. All the extra jobs were taken by 
women part-timers or by the self-em- 
ployed. If two part-timers are counted as 
one full-timer, then total employment 
rose by only 35,000 in the first three 
quarters of 1985. 

True, the growth in the number of 
people wanting a job is also slowing. Th 
Department of Employment expects th 
labour force to increase by only 170,000 a 
year in 1986 and 1987—1ess than half the 
average rise in 1984 and 1985. And the 
planned expansion of various special em- 
ployment measures, such as the Commu- 
nity Programme, should mop up about 
100,000 of the jobless in 1986. But there 
seems little prospect of a significant de- 
cline in unemployment over the next two 
years. The OECD concluded in its recent 
report on the British economy that Brit- 
ain’s unemployment is more persistent 
and deep rooted than in the 1930s. 

That puts the spotlight on those who 
have been out of work for a year or more. 
Unemployment has risen more slowly 
since 1983 because fewer people have lost 
jobs, rather than because more have 
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by James Cameron 


These ethnic-territorial legends abound: 
that Leeds is full of Jews and Brixton full of 
blacks and Camden full of Cypriots and, for 
all I know, Soho full of Sicilians. The odd 
thing is that this is — well, not strictly true 
but fairly true, or true enough to make the 
mythology. 

Let me say for the record, however, 
that Corby is full of Scots. It is the one 
surviving colony in England since the 
Normans. Lucky Corby. 

This, however, was by no means the 
case fifty years ago. In the 1930s Corby did 
not effectively exist, except as a village. It 
did not grow up organically over the genera- 
tions as most places are supposed to do. It 
was more or less conceived and gestated on 
the spot by the big Scottish steel firm of 
Stewarts and Lloyds, who went swiftly into 
the instant-history business, as follows: 


COLONISTS 

They found ironstone in Corby, and 
ironstone is to an iron firm what dough is to 
a baker. They got in quick and colonised it. 
Now, to be sure, it has gone the way of all 
Empires; the colonists have gone but the 
colonials remain, in a changed land. 

Corby’s genesis was a direct consequ- 
ence of Clydeside’s decay. The catastrophic 
slump of Scots industry in the 1930s meant 
that to have a job was a miracle; a great 
reservoir of idle steelworkers was as eager to 
follow the bonanza to Corby as Stewarts and 
Lloyds were to steer them there. When S & 
L moved into Northamptonshire to make 
steel nobody in that green and pleasant land 
knew the first thing about making steel. 
Around Clydeside hardly anyone knew 
about anything else. So Corby became Scot- 
land’s Sudetenland, and the voice of the 
Gorbals was heard in the land. 

STRANGE SURVIVAL 

Half a century later it still is. Corby, 
some three hundred miles from the Border, 
is rooted in a Scots tradition that at least half 
of them can never have personally experi- 
enced. It is ancestral and subconscious. In 
an odd way it may well be like the strange 
survival over the generations of the Welsh 
immigrants in Patagonia. They went for 
sheep; the Scots for steel. Having gone, 
they stayed, and turned Corby into a corner 
of a foreign field that is forever Argyle 
Street, only prettier. 


The Scots are first-class second-hand 
patriots. I can say this, being one. The 
further they are from home the more ethnic 
they become. I suppose that it is only in an 
elsewhere-world that you feel the need for 
roots. How I understand it, this sentimental 
defensive tribalism. 


This is Corby’s Revenge for Flodden. 


DISINTEGRATION 


Forty years on came the pitiful para- 
dox of steel. The huge industry that had 
created Corby, that had translated a popula- 
tion, could not stand the pace. In 1979 the 
British Steel Corporation — as Stewarts and 
Lloyds had become — closed down, pulling 
the rug from under 5,500 jobs. Today the 
great steelworks of Corby is physically dis- 
integrating before one’s eyes, a disappearing 
monument to high hopes and industrial 
adventure, surrendering to economic forces 
that neither management nor especially 
workers could even properly define. 

Corby drew a deep breath, rued the 
day, and braced itself for a new and varied 
future. Ma God, man, said Corby, a fella 
can mak’ steel can mak’ anything. 

So it would seem. The diversification 
is now beguiling; Corby is now the indus- 
trial theatre of varieties. Steel remains, with 
the Tubes Division, but now surrounded by 
most unmetallic notions. Cosmetics, and, 
you must believe it, the biggest potato-chip 
factory in Europe. Aquascutum and 
Weetabix. Eat it or wear it or slap it on, the 
chances are that if it doesn’t come from 
Japan it comes from Corby. 


A NICE RIDDLE 

As far as I know no one has actually 
calculated how many of the 55,000 Cor- 
bians are in fact Scots. They all sound like it 
and, somehow, look like it. Since more than 
half of them are under thirty this is a nice 
riddle for the geneticists. 

The question of how to recognise a 
Scot is inscrutable for some, intuitive for 
others. Like being Jewish or Gay, you prob- 
ably have to be one to know one. In the 
Scottish context I qualify; I was immedi- 
ately aware of the cadences of conversation; 
they are elusive but once you know them 
you know them. You do not have to talk like 
Harry Lauder to betray yourself. Let one 
man buttonhole another and say: “Listen, 






James Cameron. One of the most dis- 
tinguished journalists of his time, the late James 
Cameron spent most of his working life as a 
foreign correspondent, in every world 

For several years, he wrote for the News 
Chronicle, and later contributed a weekly 
column to the Guardian. He was the author of 
a dozen books, best known of which are “Point 
of Departure” and “An Indian Summer.” He won 
the Prix d'Italia with his play “The Pump.” 











wait till I tell ya.. ” and he is exposed. 

These are the subtleties; the realities 
are for all to see. Where else in the south 
Midlands would you find a Highland 
Gathering? In Corby it has been going on 
every year since the 1960s. Where else in the 
Robin Hood country would you find a Pipe 
Band that has toured the country and, halfa 
dozen years ago, was eminent enought to 
win an International Piping Contest? 

In Corby there was no difficulty in 
finding a shop that sold haggis, an edible 
substance of which I am greatly fond when I 
close my mind to its ingredients, and which 
in London I can find nowhere but, guess 
where, Harrods, where it is kept among the 
Exotic Foods. 

Outside the main market in Corby is 
displayed a big image, like an inn-sign; 
inside a big letter C is enclosed a silhouette 
of a crow. In my innocence I though I was 
alone in knowing that the Scots word to 
“crow” is “corbie’. The expatriates are 
wiser than I supposed. 


This article is the fourth in a series. They will 
be published together as a brochure entitled 
The Ecorbyist. Copies will be available from 
Corby Industrial Development Centre, Douglas 
House, Queens Square, Corby, Northants, 


The National Oil Company of Chile 


~ Empresa Nacional del Petroleo | : 
has concluded an agreement with | 


Signal Methanol Inc. 


A Subsidiary of Allied Signal, Inc. 


For the sale of 540 billion cubic feet of natural gas and 
construction of a $300 million methanol plant | 
in Cabo. Neg Chile. 


The undersigned acted as financial advisor to 
Empresa Nacional del Petroleo 
in this transaction. 


LAZARD FRÈRES & Go. 


| REINFORCED PLASTIC PIPES 


ulf “ternit manufactures Glass Reinforced Gulf Eternit manufactures Fibrecement pipes 


‘ic pipes in accordance with ASTM, in accordance with ISO and BS specifications. 
WWA, and BS specifications. A complete range of fittings and vaives 
complete range of Neciigs and associated complementary to our pipes is available 
an l ex-stock. FC pipes are specifically designed 
GRI pipes are usedi in sewerage, and considered the ideal material for use in - 


water ar Bupply and cea 


Gravity to Class %9 Ber. 


“Gulf Eternit Trading Ca. S-A 
P O- Box2740. Tet 822877 
; The 23721. GETRADEM 


P:0; Box 633, Tet 257199 


Qasim Fakhro Gut Erernt W.L L) 
Be “Tix B29 GETRAD BN 
Gater 


-At Obeidiy & Gulf Eternit Trading Co. (W.L.L3 
P.O: Box 1965, Tel 4371117617501 f. 
Tix: 4764 OBETCODH: | 


























Growing longer 
> UK unemployment 





Source: Department of Employment” 


found them. So the number out of work 


for at least a year has risen to 1.3m; while- 


the number of short-term unemployed 
as started to fall (see chart). 
e OECD wants measures which can be 
the long-term unemployed, 
n regions of high unemploy- 
ment. This week, a report from the all- 
party House of Commons Select Commit- 
tee on mployment came up. with some 
The long-term unemployed, it ar- 
less actively looking for work 
ently unemployed—simply 
nger a person is out of 
harder it becomes to find a job. 
So they do not have much effect on wage 
bargaining; and their numbers could fall 
without risking much more inflation. 

The House of Commons. committee 
examined the net cost per job created by 
different policies. It concluded that the 
“best buy” was special employment mea- 
sures, which cost only £4,000-5,000 for 
each net new job, compared with perhaps 
£40,000 to create a net new job by cutting 
‘ncome tax. Special measures can be 

„ii argeted on. the long-term unemployed; 
we- tax cuts probably do most.for those who 
have only recently lost their jobs. 














The committee came up. with three — 


proposals to provide the long-term unem- 
ployed with a guaranteed job fora year: a 
building-improvement scheme to provide. 
300,000 extra jobs; 100,000 new jobs in 
the ‘National Health Service and social 
services; and a £40-a-week wages subsidy 
to private employers who recruit the long- 
term unemployed, provided their regular 
workforce does not fall. 
.. The committee reckons this package 
would cost £3.3 billion a year. The De- 
partment of Employment thinks that is 
“much too sanguine. Besides, small busi- 
nessmen in places with high unemploy- 
ment are already complaining that exist- 
ing special measures. are. pinching work 
from them. That may not stop the secre- 
tary of state for employment, Lord 
Young, from giving some of the commit- 
tee’s ideas atry. 
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Ombudsman 


Berator of 


bureaucrats 


The ombudsman, who has just published 
onë of his periodic collections of cases, 
deals with a steady 800 to 1,000 com- 
plaints a. year, More people would -use 
him to try to win justice against Whitehall 
if Whitehall did not make it so difficult for 
them. 

The usefulness of the ombudsman’s 19- 
year-old office to the citizen is limited in 
two ways. First, he can receive complaints 
from the public only if they are passed on 
by MPs. Secondly, he is not allowed to 
look at complaints by public-sector em- 
ployees. about their jobs, or at contracts 
with. the government (which makes it 
impossible for many businessmen to take 
complaints to him). Nor can he investi- 


Britain has a shortage of human kidneys, 
and it is getting worse. The number of 
kidney transplants last year fell by 8% 
(to 1,428), having risen every year since 
1981. Yet demand for these operations 
(between 60% and 80% of them are 
successful) rose sharply in 1985. At the 
end of 1984 there were 2,799 people 
waiting for a kidney transplant; at the 
end of 1985 the number had risen by 
nearly a quarter to 3,443. Many people 
will die before a kidney is available for 
transplant. 

There is no obvious reason for the 
shortage. Nearly a thousand people were 
killed on motorbikes last year, almost 
three-quarters of them aged under 25, 
That means nearly 2,000 potentially 
transplantable kidneys. According to a 
Gallup poll last month for the British 
Kidney Patients Association (BKPA), 
69% of the population would agree to 
their kidneys being used for a transplant. 
The capacity of Britain’s 33 renal trans- 
plant units is put at about 1,800 opera- 
tions a year:-not enough to meet total 
demand even if more kidneys were avail- 
able, but enough to save more lives. 

Doctors. have two theories about how 
to get more kidneys. Some say the solu- 









cards (which give doctors the legal right 
to take organs after death). But the 
BKPA’s Gallup poll says 21% of the popu- 
lation had kidney donor cards in January 
1986 (and many of those probably do not 
carry them about), only one percentage 
point more than indicated in a poll in 
January 1984. The figures suggest that 
the Department of Health and Social 
Security's current campaign to persuade 
more people to carry cards, which start- 










Organising more organs 


tion is for more people to carry donor | 


gate the nationalised industries, 
he will. soon be able to examin 
giving quangos like the Arts Counc 
Of the complaints from private ind 
uals which reach him, nearly 30% 
cern the Department of Health and $ 
Security, and another 15% the 
Revenue; As a rule, the ombuds 
upholds complaints in about 10% -of 
cases and criticises a department's p 
tice (while not upholding a complain 
about as often. 
The ombudsman is: also, commissi 
for the health service; where h 
similar limits. He cannot. look at 
plaints against cont 
vice; which rules: ou 
look at matters of cli 
his case load has increase 
1974-75 to 815 in 198 
many more. ? 
Although they res 
Whitehall departnien 
thorities do genuinel 









































































the number of people carryin 

immaterial. The problem, - 
that.medical staff may not app 
scale of the. shortage.. 
might bear organ donation in min 
a person with healthy organs b 
brain-dead. After all, medical te: 
they always try to-ask relatives for 
permission for transplanting, even 
a would-be. donor has a card, With 
such a change in the attitude of doctors 
even new legislation—for example, per 
mitting the use of ali viable organs unles 
the patient's dissent has been recorded— 
would not reduce the shortage by y 
much. : 






























BRITAIN 


ombudsman. The Police Complaints Au- 
thority (whose chairman is an ex-ombuds- 
man) has not been so lucky. This week it 
was outraged at a case involving a gang of 
Metropolitan policemen who beat up 
some youngsters. The guilty policemen 
and their colleagues took vows of silence, 
so neither the police nor the complaints 
authority were able to track the culprits 
down. In the same week, the relatives of 
Blair Peach—killed, almost certainly by 
police, during a demonstration in 1979— 
won a court order to force the Metropoli- 
tan police to hand over their internal 
reports on his case. Even if the ombuds- 
man’s job were extended, the courts 
would still be Britain’s most important 
righters of wrongs. 


Spitting Image 
Puppet regime 





That addiction of irreverent British tele- 
vision viewers, Spitting Image, has land- 
ed an American buyer. Two half-hour 
episodes, each costing over £300,000 to 
make and telling the tale of the 1988 
American presidential campaign, will be 
broadcast by NBC, probably in May. 

The British programme, a sort of sav- 
agely satirical Muppets, has been wooing 
American networks for over a year. Al- 
though the series has been shown on an 
American cable channel, NBC was wary. 
How would American audiences react to 
half-an-hour of politics, even when lam- 
pooned by snook-cocking puppeteers Mr 
Peter Fluck and Mr Roger Law (whose 
creations first found fame, and got us into 


50 


A picture of the past 


The United Kingdom, as described in 
the statistical abstract for 1886, re-re- 
leased to celebrate the bicentenary of 
Her Majesty’s Stationery Office, was a 
country in which there were more births, 
a bigger regular army, and ten times as 
much land growing turnips as there is 
today. It took £1 to buy, in 1884, what 
£32 buys now. 

The country in 1884 included the 
whole of Ireland, whose population of 
5m then was almost identical to that of 
the Republic and Northern Ireland com- 
bined today. Mainland Britain’s popula- 
tion has doubled since then, from 26m to 
55m. It was growing rapidly in 1884: 
there were 1,306,000 births, compared 
with 702,000 in 1984, while 1884 saw 
almost the same number of deaths— 
606,000, compared with 629,000 in 1984. 

The 1886 abstract was preoccupied 
with trade, taxes and agriculture, It 
looks in minute detail at the destination 
of exports and origin of imports. As 
today, the United States was Britain's 
biggest trading partner, followed then by 
Germany and now by West Germany. 
Cotton, wool and wheat were the main 


imports, but there were also purchases of 
gutta percha, opium (£456,134’s worth in 
1885) and teeth (“elephant, sea cow and 


sea horse”, 
figures). 
Income tax in 1884 was 2p in the 
pound, but the tax base would bring 
tears of joy to the eyes of today’s Trea- 
sury mandarins: it included tax on the 
imputed rent of land and properties, as 
well as on the profits of companies. That 
raised £1lm in 1884, a fragment of 
today’s £46.6 billion. And while defence 
spending today is 18.5% of all public 
spending, it was 43% then. Britain in the 
late nineteenth century devoted lots of 
energy and money to fighting pictur- 
esque wars. The attempt to relieve the 
exasperating General Gordon in Khar- 
toum in 1885 mopped up a tenth of the 


enigmatically record the 


terrible trouble, as on The 
Economist)? 

NBC’s rival, CBS, last year commissioned 
a one-off Americanised version of Spit- 
ting Image, but it was never broadcast. In 
stepped Mr David Frost. He says he 
devised a formula for the programme 
which the Americans accepted. His re- 
ward: he is likely to appear on the pro- 
grammes and his company, David Para- 
dine Television, splits the spoils 50-50 
with the Limehouse puppet-makers 
(though only after Central Television, 
the puppets’ broadcaster, takes its 
percentage). 

Spitting Image, which is one of the 
most expensive programmes made in 
Britain, has increased its audience from 
5m to over 12m in three years, putting the 


covers 


imported gutta percha? 


£31m defence budget. 

Agriculture was still big business in 
Britain the 1880s. The total area of 
cultivated land was 13.1m hectares in 
1884: 100 years later, that had dimin- 
ished to 11.3m hectares. There was less 
wheat-growing, and more root crops: the 
area under potatoes was roughly the 
same as today. There were still 91,444 
acres devoted to flax. But all yields have 
risen strikingly since then: wheat yields 
from 2 tonnes a hectare then to over 7 
tonnes a hectare today, while potato 
yields have doubled. 

Life was grim for the poor and weak in 
late Victorian Britain, but it was improv- 
ing. In spite of Lord Sandon’s Act ban- 
ning the employment of children under 
ten, there were on average about 
100,000 children under 13 working in 
textile factories between 1871 and 1886. 
They accounted for one textile worker in 
ten, But the numbers of school places 
rose from 2m to 5m over the period. The 
total number of paupers fell by more 
than a fifth. And 304,000 people in 1884 
emigrated, compared with only 136,000 
100 years later. 





programme in the same league as Dynas- 
ty, in spite of its awkward Sunday night 
slot. The American programmes will 
need to attract audiences of at least 25m 
to justify their prime-time slot, and closer 
to 50m to be thought a real success. 

Nobody, says NBC, will be safe from the 
Fluck and Law treatment. Madonna may 
find herself lampooned, to make sure that 
the politics is leavened with some show- 
biz; so may the CBS and ABC newscasters 
Mr Walter Cronkite, Miss Barbara Wal- 
ters and Mr Mike Wallace. An American 
scriptwriter has been drafted in to make 
sure the jokes translate. Mr Frost says his 
presence will give American audiences 
the opportunity to try to “spot the human 
being” among the dummies. They may 
find it hard. 
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e Gulf Co-operation Council countries 
A survey 








Banqueting: Sports and recreation: Restaurants: Other facilities: 


Banquet and Conference Indoor and Outdoor “Windrose” Gourmet Shopping Arcade 
facilities up to 600 Swimming Pool Restaurant Hair Dresser 
Auditorium for 460 Tennis and Squash “Caravan Stop” Coffee Shop Car Rental 
Complete range of audio/ Bowling “Da Pino” Italian Restaurant Business Center 
video equipment Gymnasium and Sauna Sports Center Restaurants 


Meeting rooms from 4 to 500 
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TEL. 465 46 50, TELEX 200100 KHOZ SJ 


managed by 
GUSTAR, HOTELIERS & RESTAURATEURS 
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SWISS INTERNATIONAL HOTELS 
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Enjoy the world’s Airport 
Duty Free Shopping Complex. 


The duty free bargain centre 

of the world. 

Choose from our excellent 
variety of exclusive items 
including jewellery, perfumes, 
electronics, cameras, 

watches, gold and our 

recently introduced fur collection. 
Fly via Dubai and pick-up a 

world of bargains on your way. 


DUBAI INTERNATIONAL AIRPORT - 





Kuwait Airways cargo service is rendered with 
the utmost care. 


We care from the time we receive it until it is 
delivered at its destination. 


We care for the way every single item is handled. 


Your cargo when entrusted to us receives 45 
the same care we give to transporting a flower, A 
protecting each of its fragile petals and i 

this applies to everything we handle. 
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Down to earth 


The recession in the Arabian peninsula has convinced govern- 
ments of the Gulf Co-operation Council (GCC) countries of the need 
to build up economies which are less susceptible to the vagaries of 
oil revenue. Emma Duncan looks at the difficulties the Gulf Arabs 
face in building a future while holding on to the past 


The day of the pink Cadillac is over. 
There are still plenty of smart cars in 
Arabia, but a lot of them look as though 
they could do with a coat of paint. The 
garage business is doing nicely, because 
people no longer throw their cars away 
when the engines go wrong. 

The squeeze caused by cuts in the price 
and production of oil after 1982 hit people 
hard and fast. In the Gulf, oil money 
flows into government; a bit is channelled 
into the princes’ and sheikhs’ purses; 
some is invested abroad; and the rest 
drips out to fuel local economic activity. 
Perhaps 20% of Saudi GDP is generated in 
the private sector, but probably half of 
that is dependent on demand created by 
the revenue from oil. 

The people most visibly hit by the 
recession are, of course, those who sud- 
denly became very rich in the 1970s. 
Known as “bloody Ayrabs” to London 
taxi-drivers, they went abroad, spent ex- 
travagantly, behaved arrogantly and pan- 
dered to the British prejudice about how 
uncivilised foreigners behave if you give 
them too much money. 

The old rich in the peninsula (that is the 
merchant families who made their money 
between 1920 and 1973) are with a few 
exceptions still rich and are not sorry to 


THE ECONOMIST FEBRUARY 8 1986 


see the parvenus suffer. 

But the recession’s effects have filtered 
down through most of Arabian society. 
People with houses or land find that their 
property is worth 25-50% less than be- 
fore; jobs are harder to come by and less 
remunerative; government subsidies are 
being cut. 

A lot of people in the peninsula say 
they are glad the recession has come. 
(True, they are not the ones whose com- 
panies are going bankrupt.) They say that 
the 1970s were an unreal time, when 
everybody could make money without 
trying. Now they expect the slower but 


steadier growth rates of a mature econo-’ 


my, in which only really competent busi- 
nessmen can get rich. And they say it is a 
good thing for their societies: people are 
now less obsessed with making money 
and spend more time with their families. 
In some ways the Arabian countries 
have been cushioned against the reces- 
sion by their refusal—most noticeable in 
Saudi Arabia—to adjust to being rich. 
Certainly, everybody liked having mon- 
ey; but some of the governments and the 
people rejected—and still reject—the 
modern trappings of wealth. Most of the 
governments did not change the way they 
ran their countries; and people were not 
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supposed to change their way of life 
either. This was partly a result of the 
speed at which these countries got rich; 
but it was also a conscious decision. 7 

The Arabian countries are still run by 
men who do not pay much attention to 
the trappings of modern government— 
organisations, bureaucracies, informa- 
tion or plans. Take as an example the 
population figures in Saudi Arabia and 
Oman. Both countries produce smartly 
published, detailed five-year plans: 
knowing how many people you are deal- 
ing with would seem a prerequisite for 
economic planning. But the Omani statis- 
tical yearbook offers a figure of 1.5m, 
which has been covered up with typing 
correction fluid and changed to 2m. Most 
people your correspondent spoke to 
thought 1m was more accurate. 

In Saudi Arabia, the most recent cen- 
sus, carried out in one night in 1973, came 
up with a figure of 5.9m Saudis and 
790,000 foreigners. Presumably this was 
thought to be embarrassingly low. The 
government published, instead, a figure 
of 7,012,642. A study was done at the 
time by two British economists. They, 
having pointed out that the Saudi census 
had counted a lot of Yemenis as Saudis, 
came up with the figure of 4.3m Saudis 
and 1.5m foreigners. The World Bank 
goes for a total figure of 10m. 

The governments’ failure to behave as 
though they were running modern econo- 
mies has become more visible with the 
recession. This problem is most obvious 
in the financial world in the Gulf. In some 
countries, the legal system, based on 
Islamic laws, is making life impossible for 
the banks; others lack the regulatory tools 
which exist in most countries to prevent 
banking systems falling to pieces in times 
of trouble. 

Religion and tradition have limited the 
effect money has had on people’s lives. 
Most of the forms of entertainment that 
go with wealth in the West are prohibited 
or discouraged. A lot of people do not 
indulge: those who do, do so privately or 
abroad. To westerners, this makes some 
of the countries in the peninsula seem 
simultaneously boring and hypocritical. 

Even so, people’s lives have changed a 
lot. They now expect secure incomes, 
cheap foreign labour and a free and all- 
embracing welfare state. The govern- 
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Kuwait Al Sabah Sheikh Jaber 
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ments recognise that, to pay for all this, 
must try to stabilise incomes in the 
ure. In order to do that, they reckon, 
hey need modern, diversified econo- 
mies. Yet the further those governments 
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ever hard the governments, and 
of their people, tried to resist, they 
d not prevent alarming changes 
1 which money and exposure to the outside 
yorld brought to the peninsula. “Over 
he ag 10 years”, says a Saudi ex- 


d of he could give patie time 
sess what is happening to their lives. 

iese worries centre on one issue: how 
r should the Gulf Arabs accept, or 
the liberties that people in the 
njoy? Or, as traditionalists would 
gue, that they suffer: the liberty to 
ink (get drunk, destroy your health); to 
h sex on videos (and debase it); to 
È whom you choose (and weaken 
parental authority); to make love to 
whom you want to (and destroy family 
1 e); and so on. Traditionalists see these 
ts of liberties as a threat not just to an 
way of life, but also to faith. Hence 
common view that change is evil. 
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audi Arabia and friends 
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push ahead with their development pro- 
grammes, the clearer becomes the dispar- 
ity between their two contradictory 
urges—to change, and to remain the 
same. 


ine, women and not too 


The Arabs have to live with the West as well as with themselves 


A huge number of people in the Gulf 
now have direct experience of Europe or 
America. In the 1970s, before there was 
much higher education in the Gulf, bright 
youths were sent to western universities. 
Fewer people are educated abroad now; 
but each year the great summer exodus 
takes place, when hordes of Gulf Arabs 
hit the West, some to taste forbidden 
pleasures like—for women—walking 
around the streets wearing western 
clothes, some just to sit in London parks 
away from the heat of the Gulf, and some 
to drink, buy prostitutes and gamble. 

Westerners might think that Gulf Ar- 
abs, having tasted the nectar of liberty, 
must want to have it on tap at home. 
Some do; but a lot don’t. Plenty of Gulf 
Arabs regard the West as a sort of Dis- 
neyland: it’s fun for a bit, but you certain- 
ly wouldn't want home to look like that. 

The Gulf countries’ attitudes to the 
threat of change depend partly on how 
much contact they have had in the past 
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with the outside world. Oman, the coun- 
try which is culturally most independent 
of Saudi Arabia, has a trading history 
which has gone so deep into the country 
that pieces of old Chinese pottery can still 
be found in villages in the interior. Much 
of its population is made up of people 
who were once foreigners; so it views the 
onslaught of outside influences without 
much alarm. Even there, however, Sultan 
Qaboos has made the national dress, the 
long white dishdasha, compulsory for 
nationals and has banned foreigners from 
wearing it. He is said to chase youths 
wearing jeans and T-shirts through the 
streets of the capital and give them money 
to buy themselves a dishdasha. 

The hinterland of Saudi Arabia, an 
island bounded by a sea of sand, was 
isolated from outside influences. Saudi 
Arabia is also the most religious country 
in the Gulf—perhaps the only place in the 
world where meetings are broken off 
because people have to pray. There, the 
relations between western ways and the 
behaviour demanded by Islam are much 
tenser. Religion, tradition and the law 
demand adherence to the old ways; so the 
new ones are seen as wrong and, by some, 
necessarily attractive. 


Bad for Islam 


Attitudes towards alcohol are a fairly 
good indicator of how concerned coun- 
tries are to stick to old ways. Alcohol 
seems to be prohibited by the Koran, 
though Muslims will indulge in lengthy 
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arguments about whether all sorts of 
alcohol are forbidden, and whether it is 
alcohol itself, or getting drunk, that the 
prohibition applies to. Its availability var- 
ies over time and place depending on the 
political and social climate. 

In Oman, there is plenty of drink, and 
not much sign of alcoholic excesses. It is 
not officially approved: the Sheraton Ho- 
tel, taken over by the Ministry of Infor- 
mation for the elaborate celebrations of 
the fifteenth anniversary of Sultan Qa- 
boos’s rule to house journalists, was per- 
haps sensibly kept dry for the period. 
But, as a top civil servant told this corre- 
spondent over a cold beer, “we have to 
admit that we are an Islamic country, and 
appear to abide by Islamic rules. But we 
don’t think they should necessarily deter- 
mine how individuals behave”. 

Abu Dhabi’s Sheikh Zaid also has a 
bias against state-imposed orthodoxy and 
in favour of personal freedoms. Even so, 
alcohol disappeared from the hotel bars 
after the Iranian revolution, but crept 
back in and is now freely available. There 
is some talk of it being banned now, 
because the sheikh is said to be worried 
about alcoholism among the young. Some 
say that is why Sharjah has recently 
imposed a ban; though others point out 
that the restrictions were introduced just 
before a Saudi prince was due to arrive to 
open a new mosque. The only recent 
restriction in Dubai was true to that 
emirate’s commercial spirit: the hotels 
managed to get small bars prohibited 
from selling drink because they were 
taking away custom from the hotels. 

Bahrain is wet, but tactfully so. One 
drink shop was recently closed because a 
mosque was opened in the same street. 
But Bahrainis are worried about what will 


Tradition persists ... 
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happen when the causeway between their 
country and Saudi Arabia is opened. 
They have visions of drunken princes 
driving off the causeway which, some 
fear, could lead to Saudi pressure on the 
Bahraini government to go dry. On the 
whole, Bahrainis would prefer their coun- 
try to remain wet. As the editor of a local 
newspaper pointed out, all that happens 
in dry countries is that the price of alcohol 
goes up. A bottle of whisky cost 2-3 
dinars ($5-8) in Bahrain, around ten times 
as much in Kuwait and twenty times as 
much in Saudi Arabia. 

In Qatar, you can get alcohol if you 
have a permit—available to non-Mus- 
lims. The semi-prohibition means that 
there is less obsession with the stuff than 
in Saudi Arabia or Kuwait, where it is 
completely forbidden. The fundamental- 
ists in the last Kuwaiti parliament even 
got a law passed banning alcohol for 
diplomats, and it has been strictly en- 
forced. But drink is made in, and smug- 
gled into, Kuwait and Saudi Arabia, and 
drunk by both locals and expatriates. 
Some of the people who profit from the 
trade are the countries’ smartest citizens. 

Drinking in Saudi Arabia and Kuwait is 
of a less pleasant sort than in wet coun- 
tries: mostly spirits (higher value to vol- 
ume), often neat and drunk with the 
determination of people who do not know 
where their next slug will come from. 
Alcohol is as regular a topic of conversa- 
tion as crime is in New York. People have 
to watch that they are not visibly drunk 
on the streets; but only very rarely have 
the police been known to burst into 
people’s houses looking for drink. 

But if some locals drink, and get drunk, 
this should not be read as nationwide 
hypocrisy. A lot of people, even amongst 
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the elite, would not touch the stuff, and 
do not want to be in the presence of 
people who drink. An army officer said: 
“There is a very small number of Saudi 
Arabians who drink. If we know that 
somebody does, we do not talk to him. If 
he does not fear God, he is dangerous to 
us. I have been around the world in places 
where there is alcohol. But I do not 
drink—Hamdulillah no. It is bad for my 
stomach, my health, for Islam." 


The other half 


Women’s education is not, it seems, un- 
Islamic. Yet, in Saudi Arabia and Qatar 
they cannot work alongside men. Most of 
the Gulf countries now take a fairly 
relaxed view of the matter: women get 
smart jobs, and even their social lives are 
loosening up a bit. But Saudi Arabia and 
Qatar, by educating their women up to 
university level yet making it difficult for 
them to work, are setting themselves up 
with a serious social problem. 

The best indicator of female liberty is 
how much you can see of the local wom- 
en. In Oman, all sorts of bits are visible— 
the legs of those in western dress, the 
stomachs of those in saris, and the faces 
of most of them. Among some of the 
tribes in the interior, however, the wom- 
en still wear masks. In Kuwait, Bahrain 
and the UAE, working women usually 
wear western clothes, though fairly mod- 
est ones; most women in the street wear a 
black cloth covering their head and 
clothes, but generally do not cover their 
faces. In Saudi Arabia and Qatar, you do 
not much see women at all. The Saudi 
Arabian ones you do see are, in the words 
of a Sudanese expatriate, “wrapped up 
like maize”: their faces, as well as their 










is and bodies, are covered. 
audi Arabian women do not go out, 
cept to visit close friends and relatives 
shop—usually with a husband or 
ther, though sometimes with a driver, 
© they are not allowed to drive them- 
es... They do not. meet men who are 
husbands, close relations or, 
, expatriates. Foreigners: in Saudi 
bia say that Saudi men will sometimes 
g their wives to- dinner so long as 
e are no other Saudis there. 

r marriages are arranged for them. 
ages are often between-cousins or 
ren of close friends: the girl.may 
ow the boy.from childhood. 
boy is unknown; the girl will, these 
usually get to have a look at him and 
right of veto) at least over the first 
‘ors, Once sheis engaged to him, 
“probably be able to meet him 
eely, so long as other members of 
ily are there; and she may even be 
Ik to. him on the telephone. 




































correspondent thinks it worth re- 
ng that, despite considerable diffi- 
ties in obtaining a visa for Saudi 
a as a single woman, and despite 
warnings of friends and colleagues 
out the problems she would encounter | 
use of her’sex, she was, in general, 
ated with great courtesy. And she 
bably got more interviews than a man 
id: have done: women travelling 
ne On business have a certain curiosity 
ue. She travelled in the steps of a 
endary woman who had been there as 
t of a trade delegation, selling man- 
covers. Doors which had been 
ed in the face of businessmen were 






















































correspondent, although modest- 
dressed, did not feel the: need to. 


required to.in Iran. Her pre- 
of carrying a scarf with her was |. 
hed at by Saudis.. S 
din the streg 


ice view with some disapproval. Resi- 
women, however, said i itg 


; somebody 
uld. be found to escort’ ‘her into town. 


g conviction that any soli- 
woman must néed protection. 





another wife introduced into the house- 
hold. The Koran permits four; and al- 
though polygamy is reckoned unfashion- 
able, expensive and troublesome by most 
smart Saudis, it is still practised. The 
women your correspondent spoke toon 
the whole deplored the practice; though 
one said that she thought it was better to 


` institutionalise adultery. 


In a more easy-going country, like 
Bahrain, the loosening-up has led more to 
double standards. than to female liberty. 
It is accepted ‘that. men can have girl- 
friends and go out with them in the 
evening; but it is not acceptable for Bah- 
raini girls to be their companions. The 
men therefore resort to the foreign girlsin 
the country; there are plenty of them. 

In Bahrain, higher education is mixed, 
though the schools are segregated. Co- 
education is a contentious issue through- 
out the Gulf, with the liberals’ pointing 
out that it is cheaper and the ‘religious 
arguing. that itis unIslamic. Oatar’s new 
university campus, opened in 1985, was 
originally planned as semi-co-education- 
al. Some local. establishment figures 
threw a fit when they found out, and pre- 
fabs were hurriedly erected. For ‘the 
women, of course. 

The Kuwaiti education minister is un- 
der attack for having introduced co-edu- 
cation in the 1970s; but the fundamental- 
ists are unlikely to get the clock turned 
back. The new university campus in Abu 
Dhabi is being designed with separate 
living quarters on either side of common 
facilities. Classes are supposed to be 
segregated, but convenience will proba- 
bly lead to mixing. 

Women’s education was the subject of 
a fierce battle between the royal family in 
Saudi Arabia and the religious authori- 
ties. The king won, and schools for wom- 
en were set up in 1960. There is no 
question of co-education being allowed at 


present: women at university are taught © 


by closed circuit television. As in the rest 
of the Gulf, they get consistently better 
results than men do. 

Except in Saudi Arabia and Qatar, 


“there is not much problem for women 


who. want to work. The proportions. of 
women in the labour force tend, however, 


| to-be low, partly because the working 


woman is a new phenomenon and partly 


“because some traditional families still do 


not like the idea. But, as any visitor can 


observe, women are there in large num- i 
‘bers not just as secretaries, butalso in’. 
“high powered jobs—women like Rasha 


al-Sabah, vice-rector of Kuwait Universi- 
ty, and Fawzia al-Kindi, head of research 


atthe Omani Central Bank. 


The only non-segregated area in Saudi 
Arabia is, oddly, medicine. Women doc- 
tors work with male doctors and even 
treat male patients. But in the rest of the 


y ; 
near men, and therefore most: jobs are 
closed to them. They can teach girls or do 
social work among women. ‘They can 
work on computers, since communication 
between the sexes. by electronic pulse is 
considered non-erotic. Some of the more 
entrepreneurial ones have set up as busi- 
nesswomen, employing a male manager 
as a front to deal.with the male world. 
One even has a smart restaurant in Ri- 
yadh, But it takes a tough woman to try it. 

There has been a small amount of 
separate development. The labour minis- 
try has women’ s'sections. ‘There are wom- 
en’s banks—branches © which. employ 
women ‘and ‘serve women, There are 
shops for women and, in Riyadh, a grand 
shopping mall exclusively for women., 
The most interesting new: development i is. 






















Saudi Cable’s announcement that it is to 


set up an all-women factory: perhaps this 
is the solution to Saudi Arabia’s lack of a 
local industrial working class. 

Some Saudis argue that separate devel- 
opment will give women as much oppor- 
tunity to work-as they need. That might 
be true ina growing economy; but it is not 
likely to. work in a‘shrinking one, where 
most of the jobs. available’ are’ those 
vacated by expatriates in male offices. 

The only Gulf country with overt politi- 
cal activity also has politicised women. 
Kuwaiti women have been fairly noisy in 
demanding the vote; and it was thought 
that the increased strength of the left wing 
in the parliament ‘elected in 1985 meant 
that they had a good chance:of getting it. 
However, they suffered a setback soon 
after the election, when a committee of 
Islamic experts decided that women were 
not clever enough to. vote. 

But the Kuwaiti women are far from 
strident. The activities of the four wom- 


en's societies in Kuwait) makes.’ them 


sound. more like the British. Women's 
Institute thana group of radical feminists. 
Recently they ran a bazaar for African 
schools -and held: courses “on gourmet 
cuisine and: Japanese flower-arranging. 
As a liberated western female, this 
correspondent i is horrified by the lives of 
the women in the Gulf. Some of them 
don’t much like it either. But after a 
conversation with a female Saudi pnp, 
who. said she had no desire to swap. 
places,. your correspondent had to admit 










that ther mig it be two & sides to the story. 





m,” said an old Saudi hand, tis 
going to be- their biggest problem”. Some 
middle-aged Gulf Arabs, too, are ner- 
vous about what sort of young generation 
is emerging from 12 years of money, and 
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Soccer in the sand 


Apart from going to the mosque, foot- 
ball is the one opportunity Saudi Arabi- 
ans have for mass public excitement. It is 
the most fi geen sport and the common- 
est topic of conversation amongst the 
young. Football is also political—it 
serves as an outlet for regional and tribal 
loyalty, a source of comfort to the gov- 
ernment and of irritation to the religious 
authorities. 

Football has received the royal stamp 
of approval. Prince Faisal bin Fahd, the 
king’s son, is chairman of the football 
association, and most of the top teams 
have a royal sponsor. There is a lot of 
money in the game, some of it from the 
government, some from the princes’ per- 
sonal purses. The government is building 
42 stadiums all over the country. The 
game is seen as good clean fun, and a 
way of diverting the youth from more 
dangerous or corrupting leisure-time 
activities. 

Two of Saudi Arabia’s top teams are 
from the Hijaz region in the west of the 
country. Ahli (Local) was founded by 
Prince Abdullah, son of King Faisal, in 
the 1950s. His son, Prince Mohammed, 
is now its chairman. It is one of the 
richest teams and is supported by many 
of the ruling family, the Al Saud. The 
other Hijazi team is Ittehad (United), 
which has the support of the old Jeddah 
merchant families. The teams are some- 
thing of a rallying point for the Hijazis 
against provincials from the Nejd, in the 


what will happen to it now there is less 
easy wealth. 

Social, intellectual and political life in 
the Gulf is based on assumptions that no 
longer hold—that few people are educat- 
ed and most work hard. In the old days, 
there was plenty of work to do outside the 
house, for men, and inside it, for the 
women; so sitting around and doing noth- 
ing was an entertainment in itself. Sitting 
was elevated to ritual status: people went 
to each others’ houses, weddings agd 
funerals simply to sit. 

» Social life consisted principally in visits 
between families. Sons tended to stay 
under the same roof as their parents, even 


_ after marriage, so parental authority was 


strong. Levels of education were low, and 
knowledge of the outside world minimal. 
There was therefore less scope for dissat- 
isfaction or boredom. Even if people had 
wanted entertainment or luxury, there 
was not the money for it. 

These days the young get educated. 
Overall adult literacy levels are still quite 
low—27% in Saudi Arabia—but that is 
because of those in the older generation 
who never got educated. Nearly every- 
body nowadays does. And most people 
have some experience of the outside 
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centre of the peninsula—the home of the 
Al Saud. 

Regional loyalty seems to be more 
important than the rivalry between these 
two teams: the supporters of Ahli and 
Ittehad will unite against a Riyadh team. 
The best of these is probably Al Hilal 
(Crescent) whose chairman is Prince 
Khalid bin Saad bin Abdul Rahman. 
There have been rumours of a homosex- 
ual scandal surrounding the team, but 
this does not seem to have affected its 
prestige. The other main Riyadh team is 
Al Nasir (Victory) which is reported to 
attract the wilder, drug-taking youth 
amongst its supporters. 

Football violence is a bit of a problem: 
a Mecca team and a couple of Shia teams 
from the eastern province have support- 
ers who have been showing some of the 
thuggish tendencies of British fans. The 
Mecca team was banned from playing at 
home, and exiled to Jeddah, in the hope 
that fewer Mecca rowdies would get to 
the matches. However, this seems to 
have transplanted the problem. 

This correspondent attended an Ahli 
vs Nasir match at a small stadium outside 
Riyadh, surrounded by desert. The 
members of both teams were blacker 
than the average Saudi Arabian—pre- 
sumably the descendants of slaves. Both 
teams have foreign trainers—Ahli’s is 
Brazilian, Nasir’s French. Brazilians 
have been particularly popular in the 
past; but they are being replaced by 





world, if not directly, then through 
friends, relatives or television. 

Sons no longer stay in their parents’ 
houses after marriage. Marriage takes 
place therefore à little later than it used 
to—in the mid or late twenties, rather 
than teens or early twenties—because of 
the costs of setting up house. But after 
marriage, the young are freer to behave 
as they like. 


For those long evenings at home 
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cheaper Europeans. 

The game, not an exciting one, ended 
in a nil-nil draw. But the crowd showed — 
well-mannered enthusiasm. People 
chanted a more lyrical Arab version of © 
“Go for it, Nasir” and other encourage- 
ments to the accompaniment of a tam- 
bourine band led by a man who looked 
as though he would have beem more at 
home with reggae music. Unruliness was 
limited to the throwing of shoes and — 
orange-juice cartons on to the pitch. 

Football’s popularity is a triumph for 
the royal family which introduced and 
sanctioned the game. The nationalistic 
enthusiasm surrounding it burst out with 
a passion that amazed foreigners, unused 
to seeing such public displays in Saudi 
Arabia, when the country won the Asian 
Cup two years ago. People took to the 
streets and celebrated raucously the vic- 
tory of a few million Saudi Arabians 
over, among others, a billion Chinese. 

The religious authorities are less — 
pleased by all this. Some think that 
physical display of this sort is unIslamic. 
And football is accused of diverting the 
young from religious pursuits: matches 
are held on Fridays, which some think 
should be reserved for prayer. 

The king is aware of these objections, 
but the game is far too popular to ban. 
He might, however, make a concession. 
One of the objections to the game is that _ 
too much leg is on public display. Some 
of the religious faithful want knee-length 
shorts introduced, and they may just get 
them. One of the Shia players already 
covers his thighs modestly. 


The problem is that there is not a gre: at 
deal for them to do. Although the reces- 
sion may change this, young men have got 
used to the idea that there is no i 
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need to work hard. They may get a j oi 
but that need not involve much more than 
sitting behind a desk for a few hours a 
day. Women do not need to work at- l: 
there is usually a Filipino, Bangladeshi or 
Sri Lankan to do the housework. The 
































ence of the past three years suggests 
the number of domestic servants in 
he Gulf is continuing to increase, despite 
the recession. 
There is very little outside entertain- 
ment. Café life does not exist. The clien- 
tele at hotel bars in the wet countries is 
_ mostly expatriate. In Saudi Arabia, the 
t boring country in terms of entertain- 
it, there is no cinema—it would be 
giously unacceptable—theatre or mu- 
sic. The only forms of public entertain- 
ment your correspondent could identify 
football and the public executions 
ch happen most Fridays. Other coun- 
at least offer the occasional cabaret 
ger in a hotel nightclub, as well as 
itish theatre groups performing sec- 
rate comedies. 
ople pass the time, it seems, watch- 
g videos—sometimes smuggled risqué 
or pornographic ones—or television. It is 
not uncommon for a house to have five 
20 recorders. Shopping is treated as an 
tertainment; and there are luxurious 
alls throughout the Gulf to cater for this 
and. Reading is not a normal pas- 


A matter of faith 
entalism frightens the 
s to be on the wane 
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ne Gulf Arabs think the revival of 
damentalist Islam is a product of bore- 
and disillusion with the fruits of 
th. It is a subject that has generated 
h heated debate, because it worries 
not only westernised liberals but also the 
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time: literacy is too new for people to 
have developed the habit. There is still a 
lot of visiting, usually men and women 
separately. The sexes have independent 
social lives: very different from the com- 
pulsory coupledom of the west. 

There are too many stories of wild 
evenings of drunkenness and drug-taking 
among the young for some of them not to 
be true. The commonest drug, by all 
accounts, is hashish, though there is plen- 
ty of worse stuff around. The old smug- 
gling port of Dubai seems to be becoming 
an entrepôt for Pakistani heroin, and 
some of it probably filters into the Gulf 
countries. 

The people most vulnerable to bore- 
dom are the women. The men at least 
have desks to go to, can drive around and 
can wander the streets. The dynamic 
women manage to get themselves jobs; 
but there are a lot with quite a bit of 
education and nothing much to do. The 
Saudi Arabians have built some women- 
only Disneyland-style entertainment 
parks, but this does not sound like a 
permanent solution. 









governments; but in one country at least it 


ruling families of the Gulf. “There, but 
for the grace of God, go I" was a common 
sentiment amongst Gulf rulers as they 
watched the downfall of the Shah of Iran. 

The rise of fundamentalism after the 
Iranian revolution in 1979 was visible in 


á 


people’s clothes. There were more wom- 
en wearing hejab (a general term for 
covering up which includes the various 
forms of veil): Rasha al-Sabah, the vice- 
rector of Kuwait University, says that 
while 25% of girls wore hejab before 
1979, by 1982 around 75% did. More men 
grew beards, and wore a knee-length, 
rather than full-length, dishdasha. The 
shorter garment is a sign both of humility 
and of readiness for battle. 

The Iranian revolution may have been 
a catalyst, but it does not sound like a 
sufficient explanation. One which many 
people offer depends upon the common 
need among young people for some sort 
of ideology or goal. Arab nationalism, the 
Nasserite ideology of the 1960s, failed 
them. Capitalism was not much use to 
them by the 1970s: since they had plenty 
of money anyway, it offered nothing to 
strive for. And as an ideology rather than 
an activity it is foreign: Islam is at least 
local, and so a natural faith for those in 
search of a purpose in life to latch on to. 

Islam is also a convenient political 
banner, because it is hard for the authori- 
ties to take a stand against it. Kuwait is 
the only country in which any other sort 
of political activity is allowed. But in the 
rest of the Gulf, people can attack as un- 
Islamic abuses which anywhere else might 
be the targets of socialism—luxury en- 
joyed by the richest families, for instance, 
Those opposed to the fundamentalists 
cannot do much more than to attack them 
for being misguided, or not really Islam- 
ic—not for being activists. 

There are some more cynical explana- 
tions of the phenomenon. One member 
of Abu Dhabi’s ruling family said that 
there are often mysterious conversions to 
fundamentalism among the young who 
have spent a few years studying at an 
American university. They do no work, 
return without getting a degree, then 
explain it by saying that they were too 
disgusted by the corruption in American 
society to stay the course. Others say that 
some women take up fundamentalism 
because it makes it easier to find them- 
selves a husband. Hejab may not seem all 
that alluring to a westerner; but a lot of 
men, even if not particularly religious 
themselves, like the idea of marrying a 
nice traditional girl, not one who is at- 
tracted by flighty western ways. 

The Iranian revolution, although Shia, 
was a boost to both Sunni and Shia 
fundamentalism by demonstrating the po- 
litical power of religion. The Shias are a 
greater worry to the ruling families in the 
Gulf, all of whom are Sunni. Kuwait and 
Bahrain are the only countries with a high 
proportion of Shias (around 25% and 
60% respectively) though Saudi Arabia 
has a sizeable community in its eastern 
province, at Qatif and Hofuf, and Dubai, 
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traditional values with advanced technology that characterises the 
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Historically most of NBK’s business has been in the Arab world. 
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corporate clients with direct access to the important Middle East markets. 
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connected to Iran through trade, has 
quite a few. Apart from Oman’s Khojas 
and Ibadhis, the rest of the Muslims in the 
Gulf are Sunni. 

Most of the dangerous political activity 
has been Shia. In Bahrain, in 1981, a Shia 
plot, backed by Iran, to overthrow the 
regime was uncovered; and the Shias, 
who tend to be poorer than the Sunnis, 
have been involved in some labour un- 
rest. Although there has been little trou- 
ble with the Shias over the past couple of 
years, the Bahraini government closed 
the Islamic Enlightenment Society, an 
organisation for educational and commu- 
nity work, in 1984. 

The Shias in Kuwait were behind the 
bombing in December 1983 of American, 
French and Kuwaiti installations. The 
terrorists were tried and imprisoned; then 
a Kuwaiti airliner was hijacked to Tehe- 
ran by Lebanese Shias. In May 1985 there 
was a Lebanese-style suicide attack on the 
emir’s cavalcade, and in August bombs in 
seaside cafés killed 11 people. Security in 
Kuwait has been tightened, and the police 
are trying to root out potential terrorists: 
in one week last November, five subver- 
sion trials were in progress, mostly involv- 
ing people caught with pro-Iranian, anti- 
government literature. 

Sunni fundamentalism has been more 
of an irritant than a threat to the govern- 
ments, Its principal manifestation is self- 
righteousness. But the Saudi Arabians 
have not quite recovered their composure 
since the siege of the Grand Mosque 
which started on the Islamic New Year’s 
day in 1979, and lasted for two weeks. 
The group that took control of the 
mosque were Sunnis, and, like most Sau- 
dis, followers of the puritanical Wahhabi 
sect. But their leader, Juhaiman bin Mu- 
hammad Utaibi, believed that the Saudi 
establishment had become corrupt and 
that a new religious leader was needed to 
purify the country. 

Hardly anybody in Saudi Arabia had 
any sympathy for these religious cranks, 
who were killed in the cellars under the 
Grand Mosque by troops. Nevertheless, 
milder versions of their views on corrup- 
tion and all things western can be heard in 
the country’s religious schools and 
amongst the religious police. This is a 
continual worry both to the royal family 
and to all Saudis who enjoy stability and 
do not mind a bit of western “corrup- 
tion”. One leading Saudi said, ‘Our 
problem is the religious crazies in the 
universities. If the government does not 
crack down on them, we are going to have 
a big problem on our hands in five years’ 
time.” 

But the fact that the state and society in 
Saudi Arabia is, by most people’s defini- 
tion, fairly fundamentalist, does insulate 
it against destabilising extremism. On the 
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surface, at least, the Saudi Arabian estab- 
lishment manages to look nearly-as-holy- 
as-thou. 

Much to the relief of the Kuwaiti estab- 
lishment, it looks as though fundamental- 
ism is on the wane there. Kuwaitis say 
that, despite Shia terrorism, there is less 
nervousness about the influence of reli- 
gious extremists than there was three 
years ago. The Islamic groups did particu- 
larly badly in the election in 1985. The 
fundamentalists have lost ground in the 
professional associations and students’ 
groups, in which they had previously 
managed to get plenty of their supporters 
elected to governing bodies. The newspa- 
pers, even though owned by usually anti- 
fundamentalist merchant families, had 
not dared to criticise the movement when 
it was growing; but these days, editorials 
critical of the religious lobby are 
commonplace. 

Fundamentalism has made its mark: 
although the number of women wearing 
hejab is no longer growing, more do now 
than in the 1970s. There is less entertain- 
ment on television, and no dancing or 
kissing is shown. And the diplomats still 


Few atthe top . 
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cannot get their alcohol. But some Ku 
waitis argue that the government’s deci 
sion to concede on such small issues was 
sensible. It avoided giving the funda 
talists grounds for objecting to its s 
and at the same time allowed the 
mentalists to expose themselves as in 
erant and petty. 

Kuwait has the advantage of a par 
ment, which gives people scope for p 
cal expression other than through 
gion. And it has a fairly free press. 
different groups of Sunni fundamen 
have been conducting a smear campa 
against each other in their newspap 
that has certainly damaged their re 
tion. Tolerance, as the ruling Al 
family has learnt, is a useful virtue. 

The other governments may not be $ 
lucky. Saudi Arabia’s, in particular 
to hold a careful balance betwee 
aspirations of its westernised middle 
and the prejudices of its conserv 
theologians. With the voice of the 
gious lobby ever louder, and with le 
money to keep the middle class co 
the balance becomes more diffi 
maintain. 

































Tight budgets make the political game more difficult 


The Gulf monarchies have a tricky bal- 
ancing act to perform between those who 
want change and those who reject it. 
They are naturally in favour of the status 
quo; yet to maintain it, they need to keep 
happy those who have got used to the 
fruits of wealth. The fact that the ruling 
families are still running their countries 
argues some measure of success; yet poli- 
tics is a more difficult game to play in 
shrinking economies. 

Only Kuwait has anything resembling a 
democratic system. Other countries have 
the majlis, a regular session of open house 
held by members of the ruling families, at 
which anybody can make complaints or 
requests. The majlis does not give people 
much say in the way they are governed; 
but it does give the rulers some feeling for 
their people’s problems and needs. Go 
along to the majlis of Prince Salman, 
governor of Riyadh: there is something 
impressive about the easy access given to 
wrinkled old bedu, who do not seem in 
the least intimidated by the prince. For- 
eigners are allowed to attend; but few of 
them make use of what can be an effec- 
tive way of remedying grievances. 

Despite being oligarchies, the Gulf 
governments have, since the oil boom, 
been careful to spread the oil wealth 
around. The caricatures of grossly rich 
princes and sheikhs which foreigners as- 
sociate with oil wealth are only part of the 


truth. Almost all the citizens of the Gulf 
countries are also much better off. 

Wealth has been distributed 
through government expenditure on thi 
things that make life better for ever 
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L body—hospitals, schools, electrification 
_ programmes, for instance. The govern- 

k ments have given people free houses, or 

-loans to build their own homes; and they 
_ continue to provide people with free 
_ Schooling and health care, and subsidised 
_ water and electricity. People can general- 
ly get jobs, if they want them. Huge 
_ numbers now work—not necessarily very 

f hard—for the governments, while others 
benefit from private-sector employment 

_ generated by government spending. 

Some government programmes have 

\ been directed at particular groups. 

i Sheikh Zaid of Abu Dhabi, for instance, 

has put a lot of money into camel racing. 

_ That has pushed up the price of camels, 
which has increased the incomes of the 
bedu who raise them. A lot of bedu, while 

clinging to their traditional occupation, 

_ now have a house in Abu Dhabi as well as 
their home in the desert, and employ a 
[kistani to look after their camels while 
they are in town. 

But the recession threatens these 
_wealth-distribution programmes. The 
governments can no longer afford the 

_ levels of subsidy which their people have 

got used to: most have started cutting 

_ expenditure by making people pay more 

for their electricity and water. There are 
fewer jobs around, and fewer opportuni- 
ties than there were for making money 

$ While doing no work. 

___ What should worry the ruling families 
most is that all over the Gulf people are 
beginning to complain about the amount 
‘of money the rulers are making while 
everybody is getting worse off. In the 
_ good times, nobody minded that the 

by rulers took slices of the biggest contracts, 
or kept the most profitable businesses for 

| themselves. But when the whole cake 

_ shrinks, and the amount of it which the 

_ rulers are getting stays the same or even 

“increases, people begin to notice. Some 

of the rulers are being accused of helping 

put merchants out of business—behav- 

J which does not endear them to the 

rest of the trading community. 
> Political analysts who make their living 

_ by identifying governments’ weak spots 

have been having a field day in the Gulf. 

_ The analysts’ favourite potential destabi- 

lisers are: 

eo | The religious establishment. Its power 
has, in general, increased since the Irani- 

an revolution and its members disapprove 

a some of the tentative steps the Gulf 

countries have taken towards modernisa- 

ion. Pleasure-loving rulers are particu- 
larly nervous of them. 

e The middle classes. Once people have 
been given education and money, they 
tend to start wanting to participate in 

_ government. Only Kuwait is willing to let 

m. 
| @ Dissatisfied princes and sheikhs. 
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There are always relations of the rulers 
who think they could do a better job, and 
even some who have ideological disagree- 
ments with the way the countries are run. 
@ Rival tribes or families. Although they 
are not much of a danger, they have to be 
accommodated by the rulers. Some have 
to be given power, others just allowed to 
make money. 

To illustrate the general problems of 
the Gulf’s governments, consider how the 
three of the peninsula’s countries run 
their politics. 


The government 
of God 


As the name suggests, the Al Saud family 
created Saudi Arabia. The man who 
pulled the tribes together under one gov- 
ernment, King Abdul Aziz bin Abdul 
Rahman bin Faisal al Saud, had 44 sons, 
and the country is still being ruled by his 
children. Their authority is not seriously 
questioned; still, the job of controlling a 
powerful religious establishment, a grow- 
ing middle class, as well as a 5,000-strong 
host of princes, is a tricky one. 

The present king; Fahd, is reckoned by 
some to be a bit of a disappointment. 
When his decent but ineffective brother, 
Khaled, was in power, Fahd was the force 
behind the development of the country: 
the university system, in particular, is 
credited to him. But he is now seen by his 
critics as somewhat weak and indecisive, 
failing to take either a tough enough line 
with the religious authorities or the eco- 
nomic decisions that need to be made ina 
recession. One of his close associates, 
however, says that people misjudged him 
before. “When he was crown prince, 
people thought he was frustrated by the 
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King Fahd balances 








religious leaders and Khaled. That was 
not so. He felt his job was to develop the 
country, and he has done that. Now he’s 


getting old, and he does not like 
controversies.” 

The king still keeps a fairly close eye on 
the details of government. He makes use 
of technocrats like the oil minister, 
Sheikh Zaki Yamani, and the planning 
minister, Mr Hisham Nasir; but the top 
jobs and the important decisions are 
controlled by the royal family. The king 
and his six full brothers, the Al Fahd, are 
the most powerful group within it: as well 
as the throne, they run the interior and 
defence ministries and the capital, 
Riyadh. 

The royal family operates a meritocra- 
cy. Stupid princes do not generally get top 
jobs. The young ones who have risen, like 
Prince Abdullah bin Faisal bin Turki, 
head of the royal commission running the 
industrial cities of Jubail and Yanbu, and 
Prince Sultan bin Salman, who went up in 
the American space shuttle, are often of 
very high quality. Getting far requires 
diligence as well as brains. As a prince 
said, “If you can stick it in the civil service 
for 30 years, you almost deserve to be 
king”. This selection process should en- 
sure both that the country’s rulers are 
competent and that clever princes in 
junior branches of the family do not get 
frustrated. 

But the rulers do not always have their 
family under control. King Faisal was 
assassinated in 1975 by a discontented 
prince. The murderer is always presented 
as an unbalanced drug-addict who was 
corrupted by an American girlfriend; but 
rational princes have also taken against 
the family. In 1961 a group of them, 
known as the “liberal princes” left for 
Egypt, demanding that there should be 


Crown prince Abdullah waits 
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democracy and social justice in Saudi 
Arabia. 

Part of the problem is that the succes- 
sion is determined mostly by age and not 
by merit. Thus King Saud, to whom the 
“liberal princes” objected, came to pow- 
er in 1953: with 53 sons and 54 daughters 
he made up in fecundity what he lacked in 
brains. Such mistakes can be rectified. 
Saud was deposed by a consensus of the 
senior members of the family and the 
religious authorities. 

But some Saudis are not looking for- 
ward to the accession of the crown prince, 
Abdullah, head of the tribally based na- 
tional guard. He is more conservative 


Two cities 


When boomtime hit Jeddah, and the 
smart new buildings started going up, 
they pulled down the city walls and 
gates. The old houses might have gone 
too, but the mayor of Jeddah, Mr Mo- 
hammed Farsi, started to take an interest 
in conservation, Much of the old city has 
therefore been preserved, and replicas of 
the gates have been rebuilt with the help 
of a photograph taken by a British diplo- 
mat in the 1940s. In order to build new 
highways from the port without damag- 
ing the old city, land has been reclaimed 
from the shallow water lying over the 
coral reefs that stretch down Jeddah’s 
coastline. 

The seaftont, known as the Corniche, 
has become Jeddah's showpiece. It is the 
Palm Beach of Saudi Arabia, though in 
better taste. The villas of the very rich 
are, so far as you can see behind the high 
walls, in traditional Arab style: white, 
flat-roofed, with carved wood balconies. 
The king has a new palace there, far out 
to sea and well-guarded. The roads are 
lined with palm trees and not very good 
modern sculptures. Every few hundred 
yards is a mosque. They are illuminated 
at night; and the reflections of the thou- 
sands of streetlights along the wide roads 
glitter in the sea. It is a joy-rider’s 
dream. 

Compared to the capital, Riyadh, Jed- 
dah is cosmopolitan, outward-looking 
and relaxed. The foreign ministry and 
the embassies were, until recently, in 
Jeddah. The shopping facilities are luxu- 
rious, and there are branches of smart 
western stores. Although the royal fam- 
ily is from the Nejd in the interior most 
of them, including the king, prefer to 
spend their time in Jeddah. 

Unusually for Saudi Arabia, Jeddah 
has a bit of street life. At weekends, the 
Corniche is packed with families sitting 
on the beach with their televisions run- 
ning off their car batteries. Fully-veiled 
women paddle in the sea. In the old souq 
(not very old, but less new than the new 
one) there is an open-air café at which 
you can drink fruit juice, eat sandwiches 
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than the king, and many people think it 
would be better for the country if one of 
the Al Fahd took over. They are fairly 
westernised, well-educated and clever; 
and liberal Saudis think that somebody 
like Prince Sultan, the defence minister, 
would be more likely to keep the religious 
establishment under control. 

The power of the religious leaders has 
increased since the Iranian revolution and 
the Mecca siege. But the influence of the 
ulema (teachers) has always been much 
stronger than in any of the other Gcc 
countries. They have a symbiotic rela- 
tionship with the royal family, based on 
the alliance between King Abdul Aziz 


and watch the world go by. 

You see a good mix of faces in Jeddah. 
Long before Saudi Arabia started to 
import foreign labour, foreigners drifted 
into Jeddah. Some came through trade— 
it was Saudi Arabia's biggest port—some 
as slaves, and some for the pilgrimage to 
nearby Mecca, liked the place and 
stayed. Their names and faces are Afri- 
can, Yemeni, Turkish, Pakistani, Indi- 
an, Iranian. 

The native Saudis in Jeddah and the 
west are Hijazis, traders by tradition, 
who sold goods to the Nejdis. They were 
better educated and used to run the 
country’s administration. Their version 
of the puritanical Wahhabi Islam which 
Saudis practise was diluted by foreign 
influences. Jeddah’s mosques are more 
elaborate than the plain ones in Riyadh. 

While the Nejdis see the Hijazis as 
loose sharpsters, the Hijazis see the 
Nejdis as dull and rough. The Nejdis 
used to be beduin and small cultivators, 
poorer, more insular and ignorant than 
the people of the coast. But they took to 
education once it was offered to them, 
and have replaced a lot of Hijazis in the 
administration. 

Riyadh is the centre of government 
and, increasingly, of business. It is worse 
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Good taste in Riyad 
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and the Al al Sheikh, the family of 
Muhammed bin Abdul Wahhab, whe 
founded the Saudi version of Islam in the 
eighteenth century. The Al Saud are the 
secular guardians of Wahhabism:; and 
members of the Al al Sheikh get cabinet 
jobs as well as dominating the religious 
establishment. Since the Al Saud’s - 
macy is based partly on-this alliance, it is 
difficult for the king to take a 
against the ulema. 

The ulema can also influence people for 
or against the government. They speak in 
mosques; they are judges and lawyers; 
and they teach in schools and universitie: S. 


They command respect, even amongst 
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pare than Jeddah—huge and centre- f 
ess. All the streets look the same as each 
other, and people who have lived there 
for months cannot find their way around 
town. In the middle of the city, there are 
great raw areas of desert whose owners 
expected land prices to rise even further 
and so were waiting to develop them. 
Now that property prices have crashed— 
by up to 50%—the land lies unused. 

A few ancient buildings can be seen 
between the concrete, but most of old 
Riyadh was pulled down as development 
started. There is one compensation, 
however: the city has the highest concen- 
tration of beautiful new buildings that 
this well-travelled correspondent has 
seen, It would be extravagant to com- 
pare the Al Sauds to the Medicis; but 
they have bought the services of the 
world’s best architects and given them 
huge budgets. The results are sometimes 
extraordinary. 

Although architecturally exciting, Ri- 
yadh is a gloomy city. There is no street 
life and no entertainment. The enforce- 
ment of public morality is stricter than in 
Jeddah. People hope that the transplant 
of the embassies from Jeddah may her- 
ald some loosening Residents have 
already noticed that the religious police — 
have been less assiduous in their pursuit 
of foreign women who show their arms 
and legs. 





















































20 SURVE Y GCC 5 r = = d = 


le who are not particularly religious. 
one westernised Saudi said, “It’s not 
juite cricket to be rude about the ulema”. 
The ulema are an active lobby. A group 
hem sees the king once a week and 
write letters and sit in people's 
s until they are listened to. They 
ct to tiny details—a bit too much 
h on a television programme, a girl 
immodestly dressed. “They're radi- 
, explained a prince, “a bit like the 
nservatives in America.” 
confronted the ulema a few 
, for instance over the introduction 
evision and women’s education. His 
er was an Al al Sheikh, and he had a 
h religious education: with his sharp 
, he could beat anyone in a theologi- 
dispute. King Fahd tends to avoid 
uments with the ulema: his fondness 
ood living is common knowledge, 
which puts him on weak ground. 
His failure to crack down on the fringe 
extremists has aroused criticism. The 
mutawa, or religious police, who consider 
hen mselves the guardians of morality, 
have been allowed a lot of autonomy. 
T Th y carry sticks to beat the exposed legs 
pags women and on occasions 
ave been known to burst into people’s 
houses in search of alcohol. 
„U Itimately the mutawa cannot disobey 
he royal family, as was demonstrated by 
experience of a studio photographer 
Riyadh. The mutawa told him to take 
sample photographs from the window, 
they were representations of the hu- 
form, and so unlIslamic. The photog- 
er, instead, put up photographs of 
royal family, which stumped the 
wa, who could not object to them. 
it is difficult for the government to 
e the mutawa without angering the 
1a; yet if the mutawa are left alone, 
bother ordinary people. 
e more fanatical students at the 
nic schools and universities are also a 
ce of concern. Children who go to 
schools are taught little except the 
an; and while this prepares them for 
as lawyers or judges, it can also turn 
1 into fanatical opponents of anything 
at smells of the modern world. Juhai- 
in Muhammad, the man who led 
ge at the Grand Mosque, was one 
student of the blind divine Abdul- 
Baz, who heads the committee for 
suppression of evil and the promotion 
ood and is probably the most power- 
nan in the religious establishment. 
criticism the king makes of these 
le has to be in code. In a speech in 
ember, for instance, he said that 
is a religion of tolerance” and 
ed those “who are trying to poison 
M ES ims’ minds by using false and fake 
ans”. A lot of Saudis think he does 
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people are worried that the extremists are 
getting more power. 

The people concerned about the Islam- 
ic lobby are the educated middle classes. 
These are the people who are usually 
pinpointed by analysts as the most likely 
source of trouble for the royal family. If 
you give people money and education, 
the theory goes, they will soon start 
demanding political power as well—par- 
ticularly when they are getting less 
wealthy. Two Harvard academics, Mr 
Mark Heller and Mr Nadav Safran (who 
last month was deprived of his professor- 
ship because of involvement with Ameri- 
ca’s Central Intelligence Agency), argue 
that the Saudi middle class has reached a 
“critical mass”, at 8.1% of the labour 
force—about the size at which it has led 
revolutions in other monarchies. 

The inquiring visitor does not, howev- 
er, get the impression of impending revo- 
lution. Some middle-class people grouse 
about the princes’ wealth, but they also 
appreciate the stability in Saudi Arabia. 
Most have travelled to other areas of the 
Middle East, and they compare Saudi 
Arabia favourably with Lebanon, Syria, 
Traq and Iran. 

The royal family insulates itself against 
trouble from the middle classes by ensur- 
ing that they do not have much power. 
The Al Saads run a dual government: the 
traditional one which works through the 
majlis system and personal contacts, and 
the modern one which works through the 
bureaucracy. When the two come into 
conflict—as, for instance, when some- 
body sacked from a government job ap- 
peals to a prince—the traditional system 
invariably wins. As a result, ordinary 
Saudis do not think much of the modern 
system and the people who run it: “they 
think of us as clerks”, said a top 
bureaucrat. 

But while the middle classes and the 
religious establishment can be seen as 
threats to the royal rulers, they are also 
useful. Both can be used as an excuse for 
not making concessions to the other. The 
balance is not an equal one, however: the 
religious people have more pull than do 
the middle classes. The latter are worried 
that when Abdullah is king, the balance 
will shift further against them. 


Democracy, up to a 
point 

Kuwait is a refreshing change from the 
rest of the Gulf. They have politics there, 
with a parliament and a fairly free press to 
practise them. True, the press is not 
allowed to criticise the royal family; but 
there are outspoken attacks on govern- 
ment policy, instead of the conspiratorial 


Kuwait's Sheikh Jaber risks democracy 


whisperings heard elsewhere. 

The ruling family, the Al Sabahs, have 
never had as firm a grip on government as 
have most of the ruling families elsewhere 
in the Gulf. The family is primus inter 
pares, and its members are accepted as 
arbitrators and administrators by the oth- 
er big merchant families. That is part of 
the reason why they set up a parliament: a 
family whose right to rule was unques- 
tioned might not have seen the need. 

Most power still remains in the hands 
of the Al Sabahs. Sheikh Jaber, the emir, 
chooses the cabinet with the help of the 
crown prince, who is prime minister. 
(Since the succession hops between two 
branches of the Al Sabah family, the 
prime minister is only distantly related to 
the emir.) Parliament can advise about 
the make-up of government, but its ad- 
vice can be ignored. Parliament can pass 
laws, but the emir can veto them. Mr 
Abdullah Nibari, a member of the nation- 
alist opposition who just failed to get a 
seat in the election in 1985, says with 
some irritation that parliament is just a 
“pressure group’. But the new, tougher 
parliament which was elected has been 
pressing the government hard on some 
issues. 

Parties are banned, but the ban proved 
immaterial in the 1985 election. The 
newspapers still wrote about the “group- 
ings” as parties. Only 56,848 people 
(3.5% of the population) were in a posi- 
tion ta benefit from Kuwait's lonely exer- 
cise in democracy: women do not vote, 





and “‘first class” citizenship is accorded _ 


only to those whose families have been in 
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Young and dynamic, yet mature Today after five capital increases, And supported by the extensive 
enough to respond to the pulse of the ALBAAB is supported by an network of Arab African Group. 
market, ALBAAB is a bank that’s equity base of US$129 million. A 
keenly in tune with the demanding measure of success that’s backed We think you'll find us far more 
financial requirements of the Arab by major shareholders in Kuwait, responsive to your needs. 
World. Egypt, Saudi Arabia, Iraq, Jordan, 

Qatar and Algeria. ALBAAB is a member of Arab 

African Group. 


al bahrain arab african bank (e.c.) 
QO O) C) P.O. Box 20488, Manama, Bahrain. Telephone: 230491, 230492 
Telex: 9380 and 9381 ALBAAB BN, 9382 and 9383 BAABEX BN 
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Lowest operating cost. Bren. 
Sometimes a name alone defines it. 





Cost-efficiency never loses its appeal. And our new PW4000 
engine helps airliners operate simply and economically. 

It saves 7 percent in fuel and 25 percent in maintenance costs 
compared to its forerunner. That means for every four PW4000s, 
airlines will save $1 million in fuel and $500,000 in maintenance 


each year. i i i Mi UNITED 
Clearly, one of the most important benefits an engine can provide © TECHNOLOGIES 


is lowest operating cost. PRATT& WHITNEY 
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Kuwait since 1922. This restriction is 
intended to keep out not only the 60% of 
the population that is non-Kuwaiti, but 
also the Palestinians who arrived in Ku- 
wait after the creation of Israel and who 
then became citizens. 

The big surprise in the 1985 election 
was the re-emergence of the left-wing 
nationalists, who had all but disappeared 
in the previous election. It was they who 
had given the government trouble in the 
early 1970s, and thus contributed to the 
emir’s decision to dissolve parliament in 
1976. The new boundaries drawn up for 
the 1981 election were intended to keep 
the nationalists out—such gerrymander- 
ing is not difficult with electorates of a 
few hundred people. The nationalist 
group, led by Mr Ahmad al Khatib, has 
oply three out of the 50 elected members, 
and around eight. sympathisers; but they 

ake more noise than their numbers 
— aione would suggest. They sound like an 
opposition. 

In the previous parliament the funda- 
mentalists were the only group that stood 
up to the government. In the latest elec- 
tion, however, two of their leaders were 
defeated; and there are now only three 
Sunni and one Shia hardcore fundamen- 
talists, with three sympathisers. 

The rest of the elected members are a 
mix of people sponsored by the merchant 
families and tribally elected members. 
The merchants have fewer men in parlia- 
ment than in the past; but the tribes 
continue to elect their own people. The 
tribal constituencies are in the suburbs of 
Kuwait, where the bedu, who have been 
brought out of the desert, live. The tribes 
now tend to conduct their own primaries, 
and elect whomever they have agreed on, 
This sophistication has increased tribal 
- influence: in the past, tribal votes were 
ften split. The people the tribes elect 
~ these days are often smart young techno- 
crats, not withered bedu. 

The government, with the cabinet min- 
isters as ex-officio members, can usually 
put together a majority for its proposals, 
but cannot rely on one. This parliament 
has been giving it a bad time, principally 
over the question of the running of the 
country’s finances. The government's 
failure to do anything constructive to sort 
out the country’s economy in the wake of 
the Soug el-Manakh stock exchange crash 
over three years ago has aroused quite 
reasonable criticism. The attacks on it 
include allegations of financial misbeha- 
viour on the part of ministers who are said 
to have been involved in the Souq el- 
Manakh and subsequent affairs. 

Parliament's first victim was the justice 
minister, Sheikh Salem al Duaij, who was 
forced to resign after a vicious bout of 
questioning about his financial dealings. 
The opposition members then started to 
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get their teeth into the oil minister, 
Sheikh Ali Khalifa. He is a highly compe- 
tent man, largely responsible for the 
success of the Kuwait Petroleum Compa- 
ny; but that has not dissuaded the 
politicians. 

If Sheikh Ali succumbs, he will have 
been the victim of an unlikely alliance 
which some maintain is ultimately out to 
get the crown prince. The oil and justice 
ministers were personally chosen by the 
prime minister, against the advice of 
parliament; if they both go, the prime 
minister will have lost face and power. 
The groups ranged against the two minis- 
ters are: the emir’s branch of the royal 
family, which wants to keep the succes- 
sion; the merchants, who not only resent 
the increasingly large slice of business the 
Al Sabahs are taking but also dislike 
Sheikh Ali because, of his success and 
influence; and the nationalists and fundà- 
mentalists, who Want to show parlia- 
ment’s muscles. 

The Al Sabahs find parliamentary poli- 
tics useful as a way of dissipating discon- 
tent. But they want their politics tame, 
and, as the Saudi Arabians have noticed, 
parliaments are not easy to keep on a 
tight leash. 

Saudi Arabia’s new assembly building 
is due to be finished in 1986. But there are 
no signs that the Al Sauds are about to 
risk filling it with members. They are 
keeping a close eye on the Al Sabahs’ 
fortunes, and are not keen on having a 
beast like the Kuwaiti parliament nipping 
at their heels. 


The land of the 
Sultan 


Oman’s Sultan Qaboos has the advantage 
of not being his father. The old Sultan 
refused to spend any money on develop- 
ing the country; did not let people enter 
or leave Muscat after nightfall; and insist- 
ed that anybody walking in the city after 
dark had to carry a lantern. He drove 
ambitious Omanis to despair and emigra- 
tion; so Sultan Qaboos’s coup in 1970, 
carried out with the help of the British, 
was greeted with much relief. Sultan 
Qaboos has pushed Oman quite far into 
the twentieth century and has earned the 
genuine gratitude of those who remember 
the past. But the sultan’s method of 
getting the support of the country’s tribal 
leaders has been expensive. 

Keeping the southerners happy after 
they had been beaten in a civil war which 
ended in 1975 has been one of the sultan’s 
biggest challenges. The government has 
spent money to develop the southern 
region—though not in as large quantities 
as the northern capital area. But if the 
north gets a cement factory, the south 
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Qaboos commands with tact 


gets one too. Economically inefficient, 
perhaps, but politically sensible. 

Many of the leaders of the Russian- 
backed Dhofari rebellion in any case 
came over to Sultan Qaboos’s side be- 
cause they were opposed to his father, not 
to northern rule. Some have been given 
cabinet jobs: the minister of agriculture, 
Abdul-Hafiz bin Salim bin Rajab, who 
was educated in Russia and has a Russian 
wife, and the minister of state for foreign 
affairs, Mr Yousef al Alawi. They ensure 
that southerners get jobs in the capital. 
And by giving the wali, or governor, of 
Dhofar cabinet status, Sultan Qaboos has 
tried to make sure both that he is always 
in touch with what is going on in the south 
and that the southerners do not feel 
politically ignored, 

The sultan’s problem with the tribal 
leaders in the interior was how to break 
down tribal allegiance, while not anta- 
gonising the leaders. This he has managed 
through the simple expedient of giving 
the tribal leaders money. Officially, the 
sheikhs’ salaries are quite low—between 
50 and 1,500 riyals ($140-4,300) a month, 
depending on the importance of their 
tribe. But unofficially, according to a top 
civil servant, the sums run into millions. If 
they want them, the tribal leaders are also 
given jobs in the capital; and the sultan 
tries to ensure that there is a balance of 
tribes in the cabinet and at the top of the 
ministries, so that he does not get accused 
of favouritism. 

The tribal chiefs are thus kept fairly 
happy; at the same time, their hold on the 


tribesmen is weakened. Tribal loyalty _ 


depends on the chief being there to solve — 
disputes and involve himself in his peo- 
ple’s affairs. As one civil servant said: 
“These days the tribal leader does not 



































want to know about the problem of one 
bedu who has lost his camel. He is more 
i interested in his investments in Switzer- 
land or his job in Muscat.” 
= A similar approach is taken to those 
A who want political power, be they among 
the tribal leaders or the educated middle 
classes who returned to Oman after Sul- 
Š tan Qaboos’s accession. If they want 
_ power because they want to be rich, they 
are given money. If they want power for 
it own sake, the issue is more com- 
pean 
_ This is the version of a top civil servant 
who watches this process in operation: 
“They give him a job, maybe as a wali, to 
bring him into the system, Or they make 
_ him director of a ministry, and put in as 
Ba ‘minister a man from another tribe. So he 
-resents the minister, not the sultan. Then 
_ maybe they appoint a deputy director as 
_ director-general, and he asks why he has 
_ not enough qualifications for the job. So 
he goes off abroad to get himself quali- 
fied. They are very clever: they keep 
these people occupied.” 
_ One worry for Omanis, who appreciate 


Aftershock 


Recession i is bad for you 


Bion: shocks hit the economies of the GCC 
- countries in the first half of the 1980s. The 
combined effects of a fall in oil demand, 
the war between Iran and Iraq, the end of 
a construction boom and a financial crash 
have led to what the Gulf’s inhabitants 
reluctant to name openly—a 
_ recession. 
= The Gulf countries have been among 
the worst hit by the fall in demand for oil. 
= Saudi Arabia, which took upon itself the 
i ole of swing producer in OPEC, is now 
producing 4.15m barrels a day (b/d), up 
_ from a low of 2m b/d in 1984, but well 
down from 10m b/d in 1980. The major 
_ producers in the Gulf speak confidently 


Sources IMF IEAS Arab Banking Corporation: CIS! Wharton 


the sultan’s cleverness, is that he does not 
at present have an heir. He is a confirmed 
bachelor, despite a childless marriage to a 
cousin. Since the Sultan is 45, the succes- 
sion is a source of gossip and speculation, 
but not, as yet, of great concern. 

A bigger problem is that the Sultan’s 
popularity, though genuine, is based part- 
ly on memories of the bad old days. The 
younger generation has no knowledge of 
them, and could, if economic conditions 
worsen, become frustrated with the rela- 
tively slow pace of development in the 
country. The educated young returning 
from abroad are already finding that the 
top jobs in ministries are occupied by less 
qualified people who may be there be- 
cause of their tribal origins or just be- 
cause they got there first. 

Economic problems would also jeopar- 
dise the sultan’s careful politics. Keeping 
ambitious people happy is expensive. 
However, since Omani oil production has 
gone on rising while others’ has been 
falling, only a dramatic fall in price would 
cause the sort of budgetary hiccoughs that 
the other Gulf countries have suffered. 


of the distant future: Saudi Arabia and 
Kuwait, for instance, with 169 billion and 
64 billion barrels of reserves apiece do not 
have much to worry about for the next 
few decades. But short-term prospects 
look alarming, with prices falling further 
over the past two months. 

The bulk of Gulf government expendi- 
tures in the late 1970s and early 1980s 
went on building infrastructure—the 
roads, the government buildings, the air- 
ports, the ports, the electricity, the tele- 
phone systems. That construction boom 
was bound to come to an end. The 
resulting slump should not have been a 
shock, but it was. 

These economic troubles have hit a 
financial market which had already been 
shaken, in 1982, by the collapse of the 
unofficial Kuwaiti stock exchange, the 
Soug el-Manakh. Although the effects of 
this debacle were, and continue to be, felt 
most painfully in Kuwait, money men 
throughout the region have been directly 
or indirectly affected. That vital intangi- 
ble, confidence, has not yet recovered; 
and many people prefer to keep their 
money in better established financial 
markets abroad. 

Some oilmen see the apparently end- 
less and pointless slaughter between [ran 
and Iraq as economically useful, since it 
restricts these two major producers’ oil 
output. But economically, it does most of 
the Gulf states more harm than good. 








Saudi Arabian light spot oil prices 
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Higher ship insurance costs put up the 
price of carrying goods through the Strait 
of Hormuz. The volume of shipping *~> 
lower, so associated industries have bee 
hit. There is a generally shaky feeling, 
particularly in Kuwait, which makes peo- 
ple keen to invest their money abroad. 

The nervous GCC countries are spend- 
ing heavily on defending themselves. Sau- i 
di Arabia and Kuwait do it partly through 
subsidies to Iraq which, while not exactly 
seen as the guardian of the free world, is 
at least less frightening than Iran. Iraq 
gets unnamed billions from these two, 
plus a chunk of oil revenue which goes 
straight into Iraqi coffers. Saudi Arabia 
and Oman respectively devote 30% and 
41% of government spending to defence. 
All the GCC countries have contributed to 
the setting up of a rapid deployment 
force, the Peninsular Shield, which was 
established late in 1985 and is based in 
Saudi Arabia. _ 

Oil revenues are down by around 50% 
since 1981. Since demand is largely gov- 
ernment generated, it has slumped 
throughout the Gulf. The Gulf countries’ 
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As at Dec 31 '84 As at Dec 31 '83 Percentage 
(SR millions) (SR millions) change 


Financial Highlights: 


Paid-in Capital 150 
Total Reserves 880 
Total Assets 9,132 
Total Loans + Advances 2,751 
Total Deposits 7,512 
Total Balance Sheet 13,265 
Net Income Per Sharer (In S.R.) 161 
Number of Branches 73 


(One US$=3.58 SR) 


ARAB NATIONAL BANK 
GENERAL MANAGEMENT 
PO BOX 41090, RIYADH 11521, SAUDI ARABIA 
Telex: 202660 ARNA SJ Cable: ARABIWATANI 
Tel: 4776434/4771885 


















Saudi Cable is going places! 


1986-90 Factory sales capacity 700-800 Million Saudi Riyals 2 
Growth areas — telecommunications, fibre optics, electronics, high voltage cables, cable and electrical accessories etc. 


1985 Continuous cast copper rod mill and PVC compounding plant operational. 5-year expansion program completed. 
= 1984 Medium tension factory opened. Cable expansion program completed. 


1983 Low tension expansion program completed. Share capital 
increased from 70 Million Saudi Riyals to 200 Million Saudi Riyals. 


1982 Acquired interest in Midal Cables, Bahrain. (Aluminium 
rod mill, conductors). 





1981 220 Million Saudi Riyals term loan signed with 11 international banks. 


1980 5-year 500 Million Saudi Riyals 
expansion program approved. 


1979 Aluminium expansion 
completed. 





1978 Electrical cables 
start up. 
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Saudi Cable Company 
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P.O. Box 4403, Jeddah-21491 
Tel: 638-0080 
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We planted the seeds forty years ago, 
when we established Abbar & Zainy. Since 
then, the fruits of our labor have multiplied 
a hundred fold 

This tremendous growth further strengthens 
our commitment—to serve the people only 
with the best in products and services. 

Today, our farms grow the wheat, raise the cattle 
and the poultry to provide food for the people. 

Our plants manufacture products that make 
life easier 

Our ships provide transport for importers and 
exporters 

And our skilled people build homes for 
families and enure 
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Kingdom of Saudi 


woe WAYS to meet the 


to serve the people 


zee Kingdom's needs. 


i CA other Wile | ina <1 


4 





Abbar & Zainy 


P. O. Box 5700 Jeddoh, 2/432 Saudi Arabia 
Telex: 401062 MOTSIM SJ 403256 : ABAZCO SJ Tel : 647-4000 
Fox : 6475542 
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problem in the past three years has been 
that of trying to adjust to new conditions. 

Governments have cut back on spend- 
ing, partly because they have finished 
their big construction projects and partly, 
of course, because they have less to 
spend. They are making economies in a 
somewhat haphazard manner: some pro- 
jects are being abandoned, some delayed, 
and some companies are finding that they 
do not get paid. Most are trying—without 
much success—to shave the costs of their 
hefty bureaucracies. The UAE failed to 
publish a budget for 1985 until Novem- 
ber, more as a result of political disagree- 
ment than economic necessity. However, 
it meant that less money was spent in the 
year. 

Some governments are trying to in- 
crease their revenues by cutting subsi- 

~“es—electricity and water, for which the 
ulf citizens have been paying peanuts, 
“are the favourite targets. There was even 
talk in Bahrain of the possibility of intro- 
ducing a revolutionary measure—income 
tax. But political nervousness has made 
the governments unwilling to squeeze 
their citizens directly. 

Businessmen had come to expect that 
the 10-25% growth rates of the 1970s and 
early 1980s were going to continue. They 
invested accordingly. So, when the slump 
came, they found that they had assets that 
were worth less than they had paid for 
them, debts that they could therefore not 
repay and shrunken markets. 

The construction business is the worst 
off. The companies associated with the 
industry—transport and catering firms 
and material suppliers—have done as 
badly as those that actually put up the 
buildings. Only the companies that ser- 
vice the completed infrastructures show 

1y signs of growth. 

The shipyards are in slump, partly 
because trade has shrunk and partly be- 
cause of the war. Ships are keen to stay as 


Things don't look so good 
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near as they can to the Strait of Hormuz, 
so the shipyards farthest up the Gulf are 
doing worst. Even so, Dubai’s recent 
investment in a new dry dock has turned 
out to be a disaster. The war has also hurt 
traders—particularly in Kuwait, where 
they relied on the Iraqi market, and in 
Dubai, which depended on Iran. 

The area’s main manufacturing indus- 
tries have been hit by world oversupply as 
well as local problems. Petrochemicals, 
oil refining, steel and fertilisers, the area’s 
principal industries, are all suffering. The 
petrochemical plants, which need the gas 
associated with oil, have to run well 
below capacity when oil production is 
low. 

The prices of houses and land are down 
by 25-50%. People watched themselves 
getting rich on paper simply because they 
owned property near the centre of town. 
Some spent money on commercial or 
domestic building, encouraged by gov- 
ernment subsidies; a lot now find them- 
selves with half-finished properties in an 
oversupplied market. 

The slump has brought costs down for 
the businesses that have survived. Infla- 
tion has disappeared entirely. The price 
of labour, land and premises are all lower 
than they were in the boom. That is small 
compensation, however, for the blow that 
has hit most businesses. 

The six countries are at different stages 
of development, so the suffering has not 
been evenly spread. Kuwait, the first and 
furthest developed, has had the worst 
shock. “We are like a child”, said a 
Kuwaiti businessman, “that has been 
born into a nice prosperous family and is 
trained to do nothing but spend. At the 
age of 30 it is difficult to change your 
habits”. At the height of prosperity, the 
Kuwaiti government made the mistake of 
allowing a huge financial market to devel- 
op without an economic foundation. It 
collapsed, as it was bound to do: the 
shares people were selling each other had 
no value, because there were no assets for 
people to have shares in. Since then, 
although the government-driven econo- 
my has rolled along slowly, the financial 
sector has been in limbo. 

Oman, at the other end of the scale, 
has gone at a steadier pace. The celebra- 
tions in November last year for the fif- 
teenth anniversary of Sultan Qaboos’s 
rule, lit by 50m light-bulbs, were an 
announcement to the rest of the Gulf that 
Oman has arrived. Development only 
started in earnest at the beginning of this 
decade: over the past five years Oman has 
been experiencing a mini-boom, which 
has only just slowed down. 

Oman is an oddity: not being a member 
of OPEC, its oil production and revenues 
have been increasing. Dubai behaves as 
though it were not a member of OPEC, 
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and produces as much as it feels like, to 
the irritation of Abu Dhabi, which tries to 
keep the UAE within its quota. But the 
rest of the Gulf depends directly on oil 
revenues (Kuwait, Saudi Arabia, Abu 
Dhabi and Qatar) or on servicing and 
getting handouts from the big oil-produc- 
ers (Bahrain and the other emirates). 
These countries have experienced similar 
versions of what has happened in the 
economy which dominates the area— 
Saudi Arabia’s. 


The Saudis try to 
slim 

Talking to people in Saudi Arabia about 
the economy, your correspondent felt she 
might have been in two different coun- 
tries. The bankers, mostly expatriates, 
and some westernised Saudis spoke of 
painful and worsening economic decline, 
coupled with an unworkable financial 
market. Some of them were seriously 
worried about the social and political 
consequences of the country’s failure to 
adjust to the new conditions. 

Old-established Saudi businessmen, 
economists and civil servants, on the 
other hand, saw the recession (which they 
generally refused to call a recession) as a 
welcome change: Saudi Arabia was hav- 
ing to behave like a grown-up country in a 
real economic world. The fly-by-night 
businessmen of the boom had suffered, 
and the solid, well-managed companies 
had survived; people were less money- 
mad than in the 1970s; and the young 
were having to work for their living 
instead of behaving like corrupt western 
profligates. 

There is an element of truth in both 
views. The bankers have serious prob- 
lems; some companies have gone under, 
and more will. But some have adjusted 
and are not too unhappy about the future. 
If the day of the fast buck is over, it may 
not be a bad thing. 





Source Saudi Arabian Monetary Authority 


















































The present pain comes after seven 
_ years of putting together a country. The 
speed with which the new Saudi Arabia 
“was built, and the elegance of some of the 
results (the breathtaking airport at Ri- 
ya adh, for instance) is impressive. There 
‘surprisingly few white elephants. But 
those years did have the unfortunate 
effect of leading Saudi companies—par- 
ticularly newly created ones—to expect 
annual growth rates of 20% and over. 
-The boom was generated almost exclu- 
sively by the government. Saudi Arabia’s 
inderdeveloped private sector grew on 
the back not only of the construction 
ntracts, but also of the demand created 
the government's wealth-distribution 
ammes. So when government 
‘Spending started falling, there was no 
motor to keep the boom going. 
On the budget side, things do not look 
bad for the end of ‘1985-86 as they did 
the end of the previous financial year. 
In 1984-85, the 71 billion riyal ($19.5 
billion) gap between revenue and expen- 
iture had to be plugged—mostly from 
serves which in the autumn of 1985 
od at around $60 billion-70 billion. 
Since then, the government has done a 
series of oil deals which should ensure it 
; ‘exports of around 3.65m b/d. And, ac- 
= cording to the budget, expenditure for 
~ 1985-86 will be 12% down on the previous 
3 year. 
_ Those cuts may be achieved, partly 
because there is less capital spending to 
_ do. Some bits of infrastructure still need 
be finished—an airport in the eastern 
province, a huge data in the south—but 
the ministries are now delaying further 
i rojects, scaling down others and extend- 
_ing construction periods. Some compa- 
s are just not getting paid by the 
government—an effective, if not desir- 
able, expedient. 
x g current expenditure down is a 
more subtle operation, which involves 
depriving people of the little luxuries they 
have got used to. Subsidies to individuals 
being cut. Electricity, for instance, 
w costs around four times as much at 
Tates as it did in the boom years. The 
fat handouts which people used to get 
er graduating have been slashed. The 
tment no longer guarantees public 
tor jobs for graduates, and is cutting 
t foolish extravagances, like paying 
civil servants bonuses for doing the job 
they were employed todo. — 

Airline business is a fairly good indica- 
tor of the state of an economy. Saudia, 
the national airline, had got used to 20- 
30% more passengers each year in the 
$ |970s; in the 1980s, growth began level- 
ling off, and in 1985 the airline carried 
11m passengers, 500,000 fewer than in the 
a previous year. Domestic traffic was 6-7% 
below expected levels, international traf- 
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fic 10% lower. In the near future, the 


airline expects stagnant or declining 
business. 

Saudia’s managers found all sorts of 
not-particularly-necessary bits of expen- 
diture that could be cut. They forbade 
overtime. They started to employ the 
cheaper sorts of foreigners. They stopped 
giving new recruits a “joining allowance” 
when they found they had more job 
applicants than they needed. They cut the 
daily allowance for being outside Saudi 
Arabia by 60%. 

A well-managed business like Saudia 
can cope with that sort of fine-tuning; but 
some of the companies that mushroomed 





Gloom on the a bulding sites 


in the boom could not adjust to the new 
conditions. This, according to a Saudi 
banker, is what happened to the typical 
businessman who came in with the 1970s 
and was out in the 1980s: “On the first 
contract he made a killing. The same on 
the second. Then the boom ends, he can’t 
get any business, and he finds that he 
cannot sell the equipment he bought for 
20m riyals for 1m riyals.” 

Officially, hundreds of these one-horse 
companies have gone bankrupt. Unoffi- 
cially, according to a top businessman, 
the number runs into thousands. Compa- 
nies have stopped trading, and their own- 
ers have either paid their debts and are 
back where they started, or are in the 
courts tussling with creditors, or are in 
jail. 

The typical company which has sur- 
vived the boom and bust is one of the 
vast, old diversified empires of the big 
Saudi businessmen, whose history is de- 
tailed in Michael Field's excellent book*. 
The Olayan Group, for instance, built up 


2 os sila 
by Suliman Olayan in a etic poor-boy- 
made-good story, is now in real estate all 
over the world, manufacturing, transport, 
construction, and trades in everything 
from cars to cosmetics. Ahmed Hamad 
Algosaibi and Brothers, similarly, is in 
cement manufacturing and travel, and is 
trading in a vast range of industrial, 
construction, aircraft and engine equip- 
ment as well as remaining in Pepsi Cola 
bottling, which is how the company start- 
ed. But like most of the big groups, this 
company has had to cut back on local 
operations. 

Labour costs have, in such companies, 
been reduced by 25-50% by firing people 
or cutting their wages. But these compa- 
nies, which knew about bad times, were 
on the whole fairly cautious about ex- 
panding too fast, and also careful about 
keeping their inventories low. And the~ 
were cushioned by the diversity of thei 
operations. 

Between the two extremes of bank- 
ruptcy and relatively prosperous survival, 
there is a whole spectrum of misfortune. 
Behind the construction companies are 
the catering companies which serviced 
the camps of expatriate workers who are 
now going home; the transport compa- 
nies which carried the building materials; 
the assembly plants which made the 
trucks which carried the building materi- 
als, and so on. 

It is not only the fly-by-night business- 
men, whose fate causes no pain to the 
established companies, that are in trou- 
ble. The Shobokshi group, an old firm 
mainly involved in textiles, which overex- 
panded into construction, has had to 
persuade the banks to reschedule its 
debts. And some perfectly well-managed 
companies have gone under because they 
happened to be in areas where price © 
collapsed because others were selling of 
their inventories cheap. 

The property market has collapsed, 
partly because of the departure of expa- 
triates and partly because inflated expec- 
tations led to oversupply. You can now 
rent a smart house with a swimming pool 
in Riyadh for a mere 100,000 riyals 
($27,000) a year, compared to $100,000 
three years ago. This has hit a lot of 
people, who got rich simply by having 
land or buildings in the cities, and now 
find that they are worth half what they 
used to be. It is perhaps in the property 
market that the failure to adjust to new 
conditions is most obvious: although 
prices have fallen, some landlords refused 
to lower rents, and properties have there- 
fore been standing empty for two years, 
while their owners wait for the good times 
to return. Even more absurdly, houses 
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“The Merchants, by Michael Field. Michael 
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and offices are still being built, encour- 
aged by government subsidies. 

There are a few bright spots amid the 
general gloom. The offices and airports 
and roads need to be run and looked 
after, so the maintenance firms are still 
expanding. These firms have, in fact, 
benefited from the slump, for equipment 
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which, in the past, would have been 
thrown away if it went wrong is now being 
repaired. No sensible Saudi, however, 
expects much overall growth in the next 
few years. The optimists talk about “nor- 
mal levels” (2-4% growth a year); the 
pessimists think they have not seen the 
bottom yet. 


The riyal stops here 


The squeeze is hurting the bankers the most 


The problem of the banks in the Gulf is 
not simply that they have lent a lot of 
money which they are not going to get 
back. It is also that some of the countries 
in which they are operating do not have 
legal or financial systems which can cope 

ith bad times, or help the banks recover 

id loans. Some of the Gulf govern- 

“ments—notably Saudi Arabia, the UAE 
and Kuwait—have gone full speed ahead 
economically, but left their institutional 
arrangements lagging far behind. And 
when the banks get into serious trouble, 
as some of them now are, they get little 
sympathy from governments. Banking is 
not really considered a respectable busi- 
ness: “It is regarded”, says an expatriate 
banker “rather as running a casino is in 
Britain.” 

In the fat days of the boom, when 
money was moving around so fast that the 
banks could not help making big profits, a 
lot of loans were made without much 
regard to security. When the bad times 
came, there were all sorts of reasons why 
the banks could not get their money back. 
Some had been lent to a joint venture 
between a foreigner and an Arab sleeping 
partner: the foreigner ran away with the 

oney, leaving the Arab with a lot of 

bts and a non-existent business. Some 
had been lent to an importer who has not 
been paid by a contractor because he has 
not been paid by the government. Some 
had been lent to a member of a royal 
family because his importance was seen as 
security; but because he is powerful he 
does not pay the money back. Some had 
been lent to a contractor who bought a 
house in Marbella instead of paying his 
debts. And so on. 

In Saudi Arabia, the banks started 
taking their debtors to court. But legal 
action has not brought them much joy. 
According to one of the hadiths (sayings 
of the prophet) usury is 33 times worse 
than adultery. The courts in Saudi Ara- 
bia, whose legal system is based on Islam- 
ic sharia law, generally award the bank 
the principal, but never the interest that 
has accrued. Bizarre pleas get sympathet- 
ic hearings—for instance that since the 
sum of the interest already paid to the 
bank is greater than the principal, the 
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bank in fact owes the customer money. 
And debtors who are not in trouble have 
been watching these cases. Seeing that 
the courts would sympathise with them, 
some have been suggesting that the banks 
might let them off part of their debt. 

The Saudi Arabian banks have been 
recording falls in profits of up to 50%. 
But their real position is much worse than 
their balance sheets suggest. Many of the 
banks have not been reporting loans as 
non-performing, and some have been 
crediting interest on loans which they 
already reckon to be non-performing. 

The offshore banking units in Bahrain, 
about 70% of whose loans were to Saudi 
Arabians, are similarly up to their necks 
in the bog of debt. As a bitter Bahraini 
said, “We all went into Saudi Arabia 
knowing that there was no regulation. 
But we said to ourselves that we were 
dealing with the big names, who would 
always protect their credibility. Now even 
some of them are using the legal system as 
leverage against the banks, when it 
should be other way round.” 

Three foreign banks have already 
pulled out of Bahrain, and more are likely 
to follow. Several others have closed their 
representative offices or their dealing 
rooms, and there have been staff cutbacks 
in most of the offices. A merger of four of 
the small Middle Eastern banks is being 
talked of; and there are nervous rumours 
about the future of another three. 

There is little sympathy among Saudi 
Arabians for the bankers. Some say that 
they made so much money in the boom 
years that they deserve to suffer. Others 
point out that the banks benefit from the 
Islamic nature of the financial market: 
probably a quarter of deposits are made 
by people who will not accept interest. 
But Saudi Arabia will lose out: the banks 
are now being exceedingly cautious about 
whom they lend to. The only people fairly 
sure of a welcome from the banks are 
those Saudis who have international rep- 
utations. Unknown Saudis do not get 
loans. 

The chances of reforming the law so as 
to help the banks look slim. Of course a 
lot of people in government recognise 
that there is a serious problem. But King 
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An unisiamic trade 


Fahd dare not risk the fury of the reli- 


gious authorities that any attempt to — 


legalise interest would arouse. Foreign 
bankers might now, as one said, “have to 
reassess their position in Saudi Arabia.” 

Bank of America and Chase Manhat- 
tan have already given up in the UAE. As 
profits shrink, so does the Emirates’ 
banking sector: employees are being sent 
home, offices closed and banks merged. 
In July, Emirates Commercial, Khaleej 
Commercial and the Federal Commercial 
Banks were merged into the Abu Dhabi 
Commercial Bank: at the time, two of the 
three were said to be worth less than 
nothing. The new bank has been given 
1,25 billion dhirams ($338m) by the gov- 
ernment of Abu Dhabi to keep it on its 
feet; but most of the Emirates’ banks are 
without such friendly backing. 

In the absence of anything that looks 
like a regulatory system, practices have 
flourished in the UAE which in many 
countries would be illegal. Reckless lend- 
ers are now suffering from the lack of 
financial legislation. There is no bank- 
tuptcy code. There is a host of other 
interesting legal quirks for the banks to 
tussle with—for instance, individuals can- 
not in theory own land, because it all 
belongs, ultimately, to the sheikh. 

The Central Bank of the UAE, which 
might be in a position to call the banking 
system to order, is the victim of argu- 
ments between the Emirates. It was with- 
out a board of directors for a year until 
late 1985. It is supposed to have $4 billion 
in reserves, half from Abu Dhabi and half 
from Dubai, in case it should be needed 
for a bank rescue. But neither govern- 
ment has got round to paying up. Some 
observers point out that the governments’ 
lack of faith in the bank is excusable, 
since its supervision department has been 
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All quiet on the Kuwaiti stock exchange 


assailed by charges of criminal behaviour. 

The government’s failure to regulate or 
supervise the financial system in Kuwait 
was the direct cause of the Souq el- 
Manakh crash in 1982. More than three 
years on, the country has not recovered: 
the government's intervention since then 
has, if anything, made the situation 
worse. Cracks have spread through the 
whole financial system; and quite sober- 
minded people are talking about the 
possibility of a banking crash. 

The Kuwaiti government's attempts to 
force individuals to pay each other back 
has been particularly unhelpful to the 
banks. In order to find the cash, people 
sold land and shares, which drove down 
the price of those assets. Since the crash, 
average values on the stock market have 
fallen by 80%. There is now almost no 
trading in either land or shares—when 
your correspondent checked on a random 
day only 10 small transactions were re- 
corded—so nobody knows how much 
anybody is worth. 

Since these assets of unknown value are 
collateral for the banks’ loans, the banks 
have no idea how much money they are 
likely to get back. And until very recent- 
ly, the government had made no real 
effort to find out who the loans were to, 
and whether, as is generally thought to be 
the case, 50% of the banks’ 4 billion 





dinars ($13.8 billion) worth of domestic 
loans were in fact worthless. This lack of 
information has both created suspicion of 
the motives of some officials, and brought 
the financial system to a standstill. 

With 40 billion dinars ($138 billion) in 
reserves, the government is not strapped 
for cash to inject into the banks. But it is 
hampered by an unusual obstacle in the 
Gulf: parliament and public opinion. Its 
opponents argue that the government has 
already wasted public money on ineffec- 
tive attempts to sort out the crisis—a 2 
billion dinar ($7 billion) fund for small 
investors, for instance, much of which 
went „straight into well-lined pockets. 
They point out that 59% of the bank 
loans went to 202 individuals and compa- 
nies who borrowed more than 5m dinars 
($17m) each and that many of the biggest 
loans went to the members of the banks’ 
boards. Most agree that the banking 
system should be allowed to survive; but 
they do not want to see public money 
spent on the bankers. 

The Kuwaiti government seems at last 
to be taking the problem seriously. In 
November last year, it called for help 
from the World Bank, the IMF and the 
International Finance Corporation. If the 
eventual result is that Kuwait has a prop- 
erly regulated financial system, it will at 
least have learned from its pain. 


Too many chiefs 


The recession has sharpened the contradictions in the labour market 


The Gulf Arabs do not want to do the 
jobs that need to be done. There are not 
enough of the jobs that they want to do. 
The expatriates, who want to do the jobs 
that the Gulf Arabs do not want to do, are 
not wanted by the Gulf governments. 
“There are too many chiefs, so they 
have to import the Indians”, was how an 


expatriate characterised the Saudi Arabi- 
an labour market. As well as Indians, 
there are the Pakistanis, Bangladeshis, 
Thais and Koreans, who make up the 
bulk of the unskilled labour; the Filipinos 
and Sri Lankans who are the maids and 
cooks; and the other Arabs and Europe- 
ans who tend to do the skilled and profes- 


sional jobs. Since the Gulf governments 
prefer not to think about their immi- 
grants, there is little information on who 
does what where; the best analysis of 
what there is has been done in a recent 
report published by the Minority Rights 
Group*. 

Wages are good—often four or five 
times as high as the immigrants could get 
at home. Conditions are not great, partic- 
ularly for the workers in construction 
camps and for domestic labour. There are 
plenty of stories of beatings, sexual abuse 
and virtual imprisonment in employers’ 
houses. “After all”, said one expatriate, 
recounting such a story, “the Saudis have 
always kept slaves”. Employers usually 
impound workers’ passports and the mi- 
grants do not have much chance of ap- 
pealing against ill-treatment. 

The hostility between the locals ar ` 
foreigners is depressing, if predictabl 
The foreigners stick together in national ~ 
groups—the British in their clubs, the 
poorer ones in whatever meeting place is 
available. In Kuwait, the Christian Indian 
maids sit around outside the Catholic 
church; the Pakistanis, Indians and Bang- 
ladeshis play cricket near the American 
embassy; the Afghans and Iranians use 
the football pitches in turn after the 
Kuwaitis. 

The Gulf Arabs’ exclusivity is partly a 
result of a sense of superiority. The Saudi 
Arabians, in particular, see themselves as 
a chosen people: the prophet was born 
among them, they are the guardians of 
the holy places, and God capped these 
blessings by giving them the oil. They also 
feel that the presence of all these foreign- 
ers is a real danger, not just a vague threat 
to their way of life. Most of the Shias 
involved in the bombings in Kuwait in 
December 1983 were foreigners. Aft: 
that incident, the Kuwaitis started d 
porting about 200 illegal immigrants a 
month. 

Among some Gulf Arabs there is a, 
perhaps surprising, prejudice against oth- 
er Arabs in particular. Maybe because 
they have to be treated as brothers in 
public, private resentment at their sup- 
posed designs on the oil money is greater. 
An extreme expression of this view came 
from a Saudi prince: “There are two types 
of foreigner. The Europeans and Ameri- 
cans come to work, take their money and 
do not want to stay. They are okay. Then 
there are the Palestinians, the Jordani- 
ans, the Syrians, the Lebanese. They just 
come to suck our country dry. They have 
no loyalty to anything. Our country is 
dirty: we must clean it out.” 

With the end of the construction boom, 


“Migrant workers in the Gulf by Dr Roger 
Owen; Minority Rights Group, 29 Craven 
Street, London WC2. 
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through the many processing stages 
asked. by the customers, offering a range 
of refined products that can meet every requirement. 
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imported parts, imported labour 


some of the expatriates are going anyway. 
The governments are keen to get rid of 
more, and employ locals in the jobs the 
expatriates have been doing. Apart from 
the desire among policy-makers to be 
more self-sufficient, the governments are 
also concerned, in these straitened times, 
that less money should go abroad. A top 
Saudi bureaucrat argues that if only there 
were co-education until the age of nine 
(which he reckons should be religiously 
permissible) the country would save a 
million riyals ($274,000) a month on the 
(mainly Egyptian) teachers who could be 
replaced by Saudi women. They would 
save money not only on salaries, but also 
on administration and spending on subsi- 
“es which expatriates as well as nationals 
2nefit from. 

Some of the countries have set targets 
for getting rid of the foreigners. Saudi 
Arabia wants 600,000 fewer by the time 
its five-year plan is completed in 1990. 
The Kuwaitis want a 50-50% population 
by the end of the century: the population 
is 60-40% foreign to local at present, but 
the labour force is 80-20%. In Qatar, 
where the population is around 70-30% 
foreign to national, the government de- 
partments have been set the modest tar- 
get of shedding 10% of their expatriates. 

Policies of this sort have been around 
for some time, without anybody trying 
hard to implement them. Some countries 
have introduced legislation, generally ig- 
nored, stipulating how many expatriates 
any government department or private 
company may employ; some are making 
it more difficult for employers to get visas 
for expatriates. Kuwait has passed a law 
saying that no more expatriates are to be 
employed in government jobs: the people 
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who will be hurt are the Palestinians, 
many of whom have been born in Kuwait, 
but cannot, these days, get nationality, 
and who have no homeland to be sent 
back to. 

With so few figures available, it is hard 
to tell whether these measures, combined 
with recession, have resulted in a net 
outflow of foreigners. Foreigners’ wages 
are certainly being cut: a Bahraini busi- 
nessman said he had returned from Bom- 
bay, where he had just hired labour at 
rates 30% below the pay of those he had 
just sacked. And employers are shifting 
to cheaper nationalities—Thais rather 
than Koreans, Bangladeshis rather than 
Pakistanis, Europeans rather than Amer- 
icans. The Europeans cost less because 
they do not insist on bringing their fam- 
ilies. Oddly, though, a Saudi businessman 
said that unemployment in Britain made 
British labour more expensive for him: 
people were less willing to leave secure 
jobs for a two-year contract, and he did 
not want those who took voluntary redun- 
dancy: “They tend to be the sort who like 
their pint, and I have no pint to offer 
them.” 


A little local 
difficulty 


The transition from foreign to local la- 
bour is not going smoothly. Asked what 
sort of jobs young men want, a Saudi 
journalist said contemptuously “soft 
jobs”. They tend to prefer government 
jobs where, although the pay may not be 
great (a newly graduated civil servant in 
Saudi Arabia would get 3,500 riyals, that 
is about $1,000 a month) they get securi- 
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ty, and will probably not be asked to do 
too much work. The governments, which 
mostly guarantee jobs in the civil service 
to graduates, are burdened with unpro- 
ductive bureaucracies in which several 
people are supposed to do the same job 
and nobody does it properly. 

For those who do want jobs in the 
private sector, it is not always easy to get 
them. Many employers have a prejudice 
against locals: they say they are un- 
trained, lazy and difficult to get rid of. Of 
course there are well-qualified, hard- 
working young locals; even so, few have 
experience which, in a job like engineer- 
ing, counts for more than qualifications. 
According to a Saudi intellectual, busi- 
nessmen “‘would rather employ an Israeli 
who could do the job” than take on an 
unsuitable Saudi. 

The recession means that there is now 
an oversupply of local labour for adminis- 
trative jobs. Mr Hisham Aref, personnel 
vice-president of Saudia, said “Before, if 
I wanted 50 people, I got 30 applications. 
Now I get 3,000”. In most of the Gulf 
there is a hint of what might be called 
unemployment: young graduates not 
qualified to do anything in particular may 
have to wait around a few months before 
getting a job. 

Part of the blame is being put on the 
education system. All around the Gulf 
smart new unversities have been built, 
and the governments have been spending 
lavishly on giving their young people 
higher education abroad and at home. 
Some of it is fairly useless, because it was 
not designed for the countries’ needs. The 
Kuwaiti education minister, Mr Hassan 
Ali al Ebraheem, points out that in the 
Egyptian-influenced Kuwaiti system 
graduates used to be required to complete 
a course in agricultural economics: cot- 
ton-growing. 

The Gulf universities, like those in the 
West, continue to pour out graduates 
with degrees in economically useless sub- 


jects like geography, history and business , 


management. The quality of the educa- 
tion they get abroad may not be much 
better: a Saudi intellectual complains that 
“there is a conspiracy in the States to send 
our country backwards. You get people 
coming back with a PhD in languages from 
an American university, and they can't 
even speak English.” 

Debates about whether education is 
consumption or investment, similar to 
those which rage in the West, can be 
heard around the Gulf. The governments 
are coming down on the side of invest- 
ment, and some are beginning to change 
their policies accordingly. They need to 
produce fewer graduates. Saudi Arabia is 
only just beginning to realise this. Kuwait 
has already cut its university intake by 
half and Abu Dhabi is throwing out some 
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Learning to be productive citizens? 


of its stupider students, 

The enlightened young head of Abu 
Dhabi’s university, Sheikh Nahyan bin 
Mubarak al Nahyan, says he has worked 
out that for every BA, you need three 
diploma holders—accountants, nurses, 
laboratory technicians and the like. He 
has persuaded the government (not diffi- 
cult, since he is a member of the ruling 
family) to look into setting up technical 
colleges. Kuwait is doing the same. 

Given time, the Gulf countries may get 
some way towards plugging the gaps in 








their labour markets. Young locals are 
beginning to realise that they cannot get 
the sorts of jobs which their elder broth- 
ers got after graduation—straight into a 
slot at the head of a government depart- 
ment. But they are not going to take the 
unskilled, or many of the skilled, industri- 
al jobs. “We do not”, as a Saudi said, 
“want to get our hands dirty”. And the 
countries which are industrialising—like 
Saudi Arabia—are going to have to find 
people to fill more and more of those 
jobs. 


What sort of countries shall we 


build? 


Industrialisation may not be the best form of diversification 


The Gulf countries do not want to be 
bottle-fed by oil. As soon as they got rich, 
they decided that they wanted proper, 
grown-up economies, and diversification 
became the planners’ watchword. It was 
not just a vague desire for economic 
manhood: there were some specific needs 
to be satisfied. The countries wanted 
economic activity which would be a buffer 
against the vagaries of the oil market; 
they wanted economies which would sus- 
tain themselves after the oil ran out, or as 


_ the West substituted other forms of ener- 


gy for oil; and they wanted jobs to keep 
their people busy. 

The governments are to quite a large 
extent in a position to realise their wishes, 
because they control such a high propor- 
tion of GDP. However, they are also, by 
instinct, determinedly private-sector ori- 
entated; and they are having to spend a 


lot of money to cajole the private sector 
into conforming to their plans for devel- 
oping industry and agriculture. 

According to the fourth five-year plan, 
the Saudis are expecting agriculture to 
grow at 6% a year. The growth of over 
8% a year already achieved has been at 
some cost: apart from the interest-free 
loans and the subsidies farmers get on 
seed, power, water and fuel, the govern- 
ment was paying farmers 3,500 riyals 
($970) a tonne of wheat, compared with a 
world market price of ($125). The result 
is a harvest in 1985 of 1.7m tonnes of 
wheat, while domestic consumption is 
800,000-900,000 tonnes a year. 

These figures have made the Saudi 
agricultural policy something of an inter- 
national laughing stock, It was evidently 
satisfying none of the country’s real 
needs, but only a vague strategic desire 





for self-sufficiency. It did not even seem 
justifiable in terms of giving people jobs; 
because although around half of the 
workforce are thought to be engaged in 
agriculture, the big private companies, 
which produce most of the wheat and 
therefore benefit most from these subsi- 
dies, employ very few people. 

The government now seems to have 
changed its mind. It has cut the price of 
wheat to 2,000 riyals ($555) a tonne, and 
has told the companies that it will buy 
only 60% of their harvest. 

Agriculture seems a slightly better bet 
in Oman, which does have some land 
worth cultivating in its natural state. Sen- 
sibly, the Omanis are going slow at devel- 
oping it. So far have not done much more 
than set up state marketing centres. But 
already higher demand is pushing produc- 
tion beyond the water supply’s capac*** 
and on the Batina coast, the princi 
agricultural area, pumps have been so” 
hard at work that the water has become 
dangerously brackish. 

The Omanis are beginning to build 
dams to try to catch the water that runs 
down the mountains before it falls into 
the sea. But they are not too sure how 
worthwhile spending on water supplies 
would be: much of their moonscape is low 
in nutrients, and they do not want to 
develop agriculture with a balance sheet 
like the Saudi one. 

Fisheries are the Omanis’ best bet: they 
have the resources of the Indian Ocean to 
tap, which gives them an advantage over 
the countries which have access only to 
the over-fished and polluted Gulf. A 
South Korean fleet did most of the fishing 
in Omani water until recently; but the 
government has gone full speed ahead in 
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developing fishing, and is handing out 
free boats to anybody who wants them. 
The trouble is that not many people do: 
development has led people to move to 
the towns, and in these days of relative 
prosperity the role of fisherperson looks 
less attractive. 

With agriculture a no-hoper in most of 
the Gulf, industrialisation seemed the best 
way of diversifying. The lack of new 
materials is a restriction. Qatar has a 
hundred trillion cubic feet of non-associat- 
ed gas; Oman has a little copper; but the 
other countries have nothing much except 
oil and associated gas. They are therefore 
concentrating on activities which are ener- 
gy intensive or use gas as a feedstock. 

All the Gulf countries are putting some 
effort into industrialisation, Saudi Arabia 
with the greatest conviction, The general 
` “ea is that the state should start up the 

ige enterprises that the private sector 

“does not have the money or the will to 
invest in; and they should then be sold off 
to the public when they are up and 
running. At the same time, the private 
sector should be encouraged to start up its 
own, smaller, ventures. 

The most dramatic bit of state spending 
has been done by Saudi Arabia, by the 
Saudi Arabian Basic Industries Corpora- 
tion (SABIC) at Jubail and Yanbu: $10 
billion worth of petrochemical plant has 
been installed, increasing world petro- 
chemical capacity by 5%. Other countries 
in the peninsula have been doing this sort 
of stuff, but generally on a smaller scale: 
Kuwait Petroleum Company has subsid- 
iaries making refined products, petro- 
chemicals and fertilisers; and there are 
refineries, petrochemical plants, alumin- 
ium factories, cement factories and ship 
repair yards all down the Gulf. 

From petrochemicals, you can go fur- 

er downstream, into plastics and all the 
things that can be made out of them. That 
is what SABIC hopes to persuade the 
private sector to do. In the meantime it 
and various other bits of state industry are 
being privatised. The government has 
sold off 25% of SABIC’s shares, and plans 
to get rid of another 50%. 

The governments have had to nurture 
the market a little for some of their 
privatisation. Purchasers of shares in Sau- 
di Arabian utilities were guaranteed a 
15% dividend, though this has now been 
reduced to 10%. The Omani govern- 
ment, burdened with a loss-making flour 
mill, restricted imports by setting new, 
Stringent “health” restrictions, pushed 
the price up and then privatised a profit- 
able flour mill. 

Private-sector manufacturing is mostly 
small-scale, light stuff making import sub- 
stitutes—things like paper tissues and 
water bottles. They have been encour- 
aged by a combination of subsidies on 
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land, loans, power, water and building, as 
well as the imposition of tariffs where 
necessary. Generally, tariffs on imported 
raw materials are zero, and on manufac- 
tured goods they are around 4-7%. How- 
ever, where there is a local industry to 
compete with the import, tariffs go up to 
30%. Neither of these measures sit well 
with the governments’ free-market phi- 
losophy, though some of the tariffs are 
justifiable on the grounds that the infant 
industries need time to grow. 

The governments are keen to get for- 
eign money and expertise in through joint 
ventures. This led, for example, to the 
interesting arrangement negotiated with 
the consortium led by Boeing which won 
the $1.18 billion contract to build Saudi 
Arabia’s Peace Shield air defence com- 
munications system. The consortium, 
which will be working with a group of 
Saudi Arabian industries on a 50-50 basis, 
is required to invest in high-tech consum- 
er goods manufactured in the kingdom. 


Will it work? 


Not much of the industry in the peninsula 
is doing very well. The Arabs are still 
learning how to run industries, and learn- 
ing costs money. Anyway, the whole 
regional market is depressed, which is 
pushing down the profits of the private- 
sector import-substitution industries. 
And the heavy industrial investment is 
generally in areas where there is world 
overcapacity, which has led to low prices 
and protection—hence the Saudi Arabi- 
ans’ row with the EEC over petrochemical 
exports, 

The Gulf governments say that in the 
long term their industries will prosper. 


Starry eyed investment 


GCC SURVEY 39 


They not only have oil and gas on tap; 
they have also bought the latest, most 
productive capital equipment, which 
must win over the outdated stuff in the 
first and third worlds. They may not have 
the expertise or the unskilled labour; but 
they are training it, and in any case can 
buy as much as they need. But there area 
few reasons why some Gulf Arabs do not 
think industrialisation, at least on the 
scale of present plans, is necessarily the 
right thing for the area. 

Having oil and gas on tap does not 
necessarily make it cheaper for private- 
sector industry. Saudi Arabian business- 
men, for instance, point out that it is 
hardly worth investing in downstream 
petrochemical industries when SABIC 
charges world market prices for their 
inputs. And, since SABIC is only just 
scraping a profit on its products, there 
would not be much scope for reducing its 
prices—even if its new private-sector 
shareholders liked that idea. 

All the materials for industry, except 
oil, gas and sand, have to be imported. 
And so does the labour force. The costs 
of transport immediately make Gulf in- 
dustry relatively expensive. Capital 
equipment is often expensive to maintain 
in the tough climate. Labour has to be 
bribed to endure the harsh social environ- 
ment. And importing labour conflicts 
with the governments’ policies of getting 
rid of foreigners. 

The subsidies which the governments 
offer to offset these high costs have en- 
abled a good number of companies to 
Start operations, but the new cuts in 
subsidies will make it difficult for them to 
continue. Exports to the already indus- 
trialised nations cannot escape protec- 
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tionism. If the Gulf countries stick simply 
to their own domestic markets, they have 
only 7m-15m people to sell to (depending 
on whose figures you believe, and wheth- 
er or not you include the expatriates, who 
send most of their money home). By that 
reckoning they already have too much 
petrochemical, aluminium, steel, cement 
and fertiliser capacity. 

The more the countries build up indus- 
tries geared towards the GCC market, the 
more they will find themselves squabbling 
with each other. The GCC is supposed to 
be tariff free; but Oman has maintained 
tariffs on eight categories of goods, on the 
grounds that the different subsidy levels 
throughout the GCC make it a parody of a 
free market. Oman says it cannot possibly 
afford the levels of subsidy that Saudi 
Arabia, which has, for instance, dis- 
bursed $58 billion on cheap loans to 
industry, has handed out. One Omani 
tissue manufacturer (who also happens to 
be their director general of economics at 
the ministry of commerce) says that it 
costs him 25% more to make his tissues 
than the Saudi Arabians sell theirs for. 
None of the other governments in the 
Gcc have taken the strong stand that 
Oman has; but quietly, most of them 
agree. 

The most fundamental objection to 
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industrialisation as a means of diversifica- 
tion is, however, thatit is not really 
diversification at all. Industry in the Gulf 
is dependent on oil, first, because it is 
dependent on government subsidy and, 
second, because it depends for the time 
being at least on local demand. Both 
depend on oil revenues. 

Plenty of Gulf economists argue that 
investing abroad is the only true form of 
diversification. The countries are all do- 
ing it a bit, through their general reserve 
funds; but nobody has been putting mon- 
ey into these reserves for the past couple 
of years, and some, like Saudi Arabia, 
have been drawing on them. Kuwait and 
Oman, however, both have special funds 
for the future into which they put 10% 
and 15% respectively of their oil income 
whatever the strains on the budget. The 
money is invested in as wide a range of 
countries, industries and businesses as 
possible. The income is ploughed back 
into the funds. ; 

But international investment does not 
provide the locals with jobs. Politically, 
that is a point against it, since no govern- 
ment wants its population to get bored 
and restless. But it insulates countries 
better against the unreliable oil market 
than local industry does. And it costs less 
money. 


The hold of the past, the pull of 


the future 


The countries in the peninsula are trying to be two different sorts of place at 


the same time 


While the Gulf countries would like eco- 
nomically to be in the modern world, they 


_ want to stay in the past. The recession has 


emphasised, not eased, the difficulties of 


` trying to reconcile these contradictory 


urges. 

On the one hand, the Gulf countries 
want to have diversified, international 
economies with large industrial sectors, 
Statistics departments bursting with com- 
puterised information, productive jobs 
for themselves and the cheap foreign 
labour they will continue to import. The 
governments’ reaction to the recession 
has been to push ahead with economic 
policies which imply all that, on the 
grounds that such policies will help cush- 
ion their countries against the effects of 
volatile oil revenues in the future. Yet 
they, and their people, reject much of 
what development means. 

Grown-up economies need informa- 
tion. The private businessmen who the 
governments hope will generate future 
growth cannot operate unless they are 


able to find out about things like markets, 


competitors and imports. Yet the Gulf 
governments are suspicious of informa- 
tion: only a few, like the Kuwaiti and 
Omani ones, are reconciled to it. The 
Saudi Arabian government wants as little 


Which way should we face? 
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of it about as possible. 

Industry needs labour to operate it. But 
people in the Gulf do not want industrial 
jobs. They prefer to sit behind govern- 
ment desks, and let the foreigners whom 
the governments say they do not want do 
the dirty work for them. 

As the governments have realised, 
modern economies require a lot of edu- 
cated people. And the countries in the 
peninsula have gone in for education in a 
big way. But education creates desires 
which most of the Gulf governments are 
not prepared to satisfy—for entertain- 
ment, art, a proper press and even a bit of 
politics. Educated people do at least need 
something to do—a luxury which some of 
the Gulf's women are deprived of 
altogether. 

Successful industrial economies gener- 
ate wealth. Yet backward-looking peopl 
in the Gulf want to restrict the things the. 
people can do with it. The result, which 
does not seem very satisfactory, is that 
people take an annual trip abroad to 
spend their money and enjoy a little 
western-style liberty. 

These contradictions are not resolv- 
able, yet some of them need not exist. 
The governments’ aim to industrialise is 
based on a misconception—that indus- 
trialisation is the way to diversify. As this 
recession has shown, and future ones will 
continue to prove, the sorts of industries 
being set up are dependent on oil. Low oil 
revenues will drag down the Gulf indus- 
tries with them: the industries will not 
buoy up the economies. 

The Gulf governments would be better 
advised to abandon their more ambitious 
plans and invest their money abroad. By 
doing so, they would avoid some of these 
contradictions. They would also benefit 
the non-oil producing world: to maximis 
their revenue from investments abroac, 
they would have to keep the price of oil 
down. 





How fo fly a big airplane 
with the tips of your fingers? 





Fifteen years ago, we used in the Concorde technologies never previously seen in a 
commercial aircraft. 

Today, the Airbus remains at the cutting edge of technology. The proof: shortly the Airbus 
A 320 will be introduced. The first of a new generation of safer, more efficient aircraft 

In the new Airbus A 320 “flying by wire” will replace the conventional aircraft controls, 
making life much easier for the pilot. In terms of comfort, safety and flight monitoring. 

By means of a sidestick controller, the pilot can transmit extremely precise commands 
and check they've been carried out on a visual display-part of an entirely new concept 
in cockpit instrument panels designed to make alll flight data easily and immediately 
available to the pilot. 

At Aerospatiale, together with our partners, high technology is our stock-in-trade. That's 
how we meet both the interests of the passengers and the economic requirements of the 
airlines. And that's what makes Aerospatiale special. 
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Corporate Electronic 
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Banking. 
bank in your hands. 





HongkongBank’s Hexagon corporate 
electronic banking system. It’s a state-of-the- 
art system for six vital reasons. 

1. Hexagon is powerful. The system offers 
wide-ranging services, from reporting simple 
account balances to up-to-the-minute foreign 
exchange rates. Hexagon communicates 
through the HongkongBank group’s own 
global data network, giving you instant access 
to the group’s vast resources of banking and 
information services around the world. 

2. Hexagon is fast. Information is constantly 
updated. Hexagon reacts quickly to give you 
the edge. 

3. Hexagon is friendly. The system is easy to 
use. Its simple screens are easy to read and 
easy to understand. 

4. Hexagon is adaptable. It can be integrated 
easily into your existing management structure. 
Whatever your business, Hexagon offers your 
management full control. Any of your staff 
can be assigned to operate the system while the 
authorisation and supervisory functions remain 
firmly in the hands of your management. 

5. Hexagon is secure. Full data scrambling, 
individual passwords, dual and multi-level 
authorisation and a range of other security 
features ensure safety and confidentiality for 
your company’s finances. 

6. Hexagon is compatible. Unlike other 
systems, Hexagon has been designed to run 
on a range of popular personal computers so 
that substantial investment in hardware is 
unnecessary. 

The HongkongBank group is one of the 
world’s major financial institutions, with over 
1,200 offices in 55 countries. 

To find out more about Hexagon and how it 
can help your company, contact the Hexagon 
Centre at: 99 Bishopsgate, London EC2P 2LA, 
United Kingdom. Tel: (01) 638-2366 or your 
nearest branch of the HongkongBank group. 
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Puts the power of the bank 
in your hands. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank + Hongkong Bank of 
Canada + The British Bank of the Middle East 
Hang Seng Bank Limited + Wardley Limited 
HongkongBank Limited 


CONSOLIDATED ASSETS AT 31 DECEMBER 1984 
EXCEED US$61 BILLION. 


‘Simply 
the most spectacular hotel 
in the Middle East 


AL BUSTAN 
_ PALACE HOTEL 


_AN INTER-CONTINENTAL HOTEL 


ADVANTAGE IS INTERCONTINENTAL 
6 INTER:-CENTINENTAL HET kS 


Muscat, Sultanate of Oman, P.O. Box 8998,Muttrah 
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Meeting ir in Vienna, OPEC ministers © 
acknowledged that production ` 


t is pointless unless non-OPEC 


upport the cartel. Since 
Jil prices continued to 
round $15-16 a barrel. 


jounced a three-month 
extension to its debt-repayment 
ratorium. Mexico cut its oil price 
by $4 a barrel and, with Venezuela, 
called-for a Latin American debt 
“summit. 


Unions and Tory politicians raged at 

"news that most of BL may be sold to 

America’s General Motors—which 

wants commercial-vehicles 
—and 


Bond rights for France's Suez oo 
banking-to-construction group were. 


300 times oversubscribed. 
Robert Holmes à Court jaunchad 


s third bid—worth $1.3 billion—for -> 


Broken Hill Proprietary, Australia’ So 
“largest company. 


The wildcat investor Irwin Jacobs 
bid $750m for Pioneer, a Texas 
-energy firm. 


Corporate scorecard : 


Company 


Y Deo 31 (49) 
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. Europe’s car-sales league for 1985 


showed Volkswagen-Audi in the lead 
for the first time: 1984's leader, Ford, 
dropped to third place. 


West German unions staged Strikes 
for higher public-sector pay rises and 


; demonstrated against changes in the 


labour laws. 


| Mexican officials told their creditors’. 
| that they will probably need to borrow | 
up to $8 billion this year. The sum is. 
twice that predicted last December, 
_ mainly because 70% of Mexico's 
foreign-exchange 
“from oil. 


| Nicaragua scrapped its rrulti-tier 


exchange-rate system, ‘devalued the 


“cordoba and increased interest rates. 


. Argyll raised:its hostile bid for 


Distillers to £2. 3 billion to top - 


500 +53 


A $100m management buyout was 
effected at Parker Pen, led by the 
heads of its European division. 


Exports of Scotch whisky earned 
£994m last year—up 7% on 1984. 


China said it plans to double, to 
more than $20 billion, its intake of 
foreign capital under the 1986-90 
five-year plan. 


Japan agreed to curb its fishing of 
waters in a 150-mile protection zone 
around the Falklands. 


Pan-Electric, the Singapore 
company that triggered suspension: 
of trading on the local stock market 
in December, went into liquidation 
with: debts of $i 90m. 


“The Indian government announced 


ia bain he A2, 


: African counties, 


Bébiionic and financial indica or. 
are. on pages 97-98 





The Texas-based manutacturer of tam-compatible personal com: 


puters increased its share of a toughening market. 


1,150. +6 


This Toyota affiliate, which makes small cars, blamed sluggish : 


exports and higher depreciation charges. 


96,400. +15 
1984 level. 





The American carmakers. fourth-quarter profit was w0% up on its 





The troubled Wall Street securities house had to make a 40m 


loss provision in its fourth quarter. 


220 +38 


160° +14 





Norway's leading computer group claimed that it ra the highest © 
profit margin of any mini-computer maker. 


The Swedish chemicals-arid-plastics. group grew maniy by 1" 


acquisition during 1985. 





4110. +9 


The West German. electronics firm increased ‘its capital invest- 


ment by 72% in 1985, and plans.a 44% increase for 1986. 





F 6380 -8 


Losses at United Airlines’ parent company ‘were mainly caused: 


by a month-long strike. 


(-76)A 1000 +10 


The italian home-appliances firm, whith. is now controlled: by : 


Sweden's Electrolux, expects to make a profit this year. 
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Profit in previous i. ds = Reduced loss. 
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KUWAIT FINANCE HOUSE 
IS INVOLVED IN NATIONAL TRADE 
INTERNATIONAL TRADE 


AND LEASING OPERATIONS 


“y 


The Al-Muthanna Centre, Kuwait. A major KFH investment. 





Kuwait Finance House provides banking and investment services on a non- 
interest basis in compliance with Islamic principles. KFH’s activities now 
include financing international trade, national trade and leasing operations. 


Kuwait FinanceHouse =A) ting ll igcilley, 


PAIDUPCAPITAL $56,000,000 TOTALDEPOSITS $1,800,000,000 TOTAL REVENUES (1984) $120,000,000 





For more details please contact our investment department at the following address: 


Head Office: IMAD Commercial Centre, Ahmed Al Jabir St., P.O. Box 24989, SAFAT, Kuwait. 
Telex: 23331, 23372 KT Telephone: 2445070 ( 10 lines). 
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WORLD BUSINESS 








‘Oil prices show no sign of escaping from“ 
the free fall which the rulers of Saudi 
Arabia have decreed that the rest of the 
world can temporarily enjoy. Having bro- 
en through one potential resistance 
<- oint--$20 a barrel—in late January, the 
“Spot price of crude oil looks set to breach 
“a second. Most oilmen think that only 
new diplomatic manoeuvring—not pre- 
sent market forces—can now prevent the 
oil price from dropping below $15 a barrel 
‘for the first time in seven years. 
A meeting of five OPEC oil ministers in 
~~ Mienna on February 3rd-4th disappointed 
_ some—but surprised w re to” 
> find an excuse 






























mined te i 
g unfounded optimism with so 


Big Oil. Companies are making money 


where. they had become least accus- 
tomed to expect it—from: 
line) and other oil-product 
stream (ie, refining and 
= profit margins—even: in 
y competitive Europea 


aV been at levels, that only ae -of 


esses in the fourth quarter of 1985. 
’ Exxon’s non-American — refining-and- 
marketing profit for the quarter was 
$404m against $143m in the (albeit de- 
pressed) last quarter of 1984. Shell and 
BP-are likely to show much improved 
refining and marketing profits, too, 
when they report shortly. Kitcat & Ait- 
ken, a London stockbroking firm, reck- 
ons that the improvement in European 
gross refining margins has occurred in all 
three’ main markets—Britain, France 
and. West. Germany—and that it~ has 
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y aiting on the Saudis to show 
eir hidden hand 









departure from Vienna that OPEC was still 
Jintent. on producing more oil than the 
market is likely: to need either now or in 
the foreseeable future, They lamely added 
that they would decide the precise level of 
production at a meeting of all 13 OPEC 
ministers, provisionally: scheduled for the 


middle of March. In the meantime, each 


member country is free to sell as much oil 
| as it can at the best price it can get. 

This is what is happening in practice 

already. Since OPEC formally abandoned 

` in December the 16m barrels-a-day (b/d) 

production ceiling and individual quotas 

with which it had futilely tried for two 


members have resorted’ to. new pricing 
formulae——some» covert, some overt— 
which make their oil more attractive to 
traders and refiners... 

Both Nigeria and Indonesia have fol- 


r lowed Saudi Arabia's. lead in offering, 





continued i into this year (see chart). 

There-are several reasons why down- 
stream profit margins are suddenly so 
healthy (and why motorists may have to 
wait longer than usual for pump prices to 
follow the crude price down). One is the 
usual time lag—typically three to four 
weeks—-between changes in the cost of 
crude oil and. changes in the retail price’ 
of the products. which are subsequently 
made from it: The faster and further the 
crude price falls, the bigger the windfall 
this lag represents. 

A second reason is the evident unwill- 
ingness of most oil companies to engage 
in any downstream price war when their 
upstream earnings and cash flow are 
being squeezed by lower crude oil prices. 
This has halted the trend of the past four 
years for companies to buy market share 
in over-refined Europe by price cutting. 
Meanwhile, independent marketers are 
finding it harder and riskier to undércut 


the big oil companies by buying cheap ` 


product cargoes on the spot market. 
A final reason is a suspicion among 
oilmen that pica ale are itching to 






_ colleagues. 
years to keep oil prices from falling, allits 






















their oil at prices linked, albeit in diff 
ent ways, to market prices, rather than 
some meaningless official price list, D 
ridden and desperate Mexico had 
choice but to cut its oil price by $4. b 
at the start of the month. Venezue 
which competes directly with it, is. 
riedly devising a scheme similar 
of Nigeria and Indonesia. 
‘Nobody, inside or outside the ca 
now disputes that the Saudis, 2 
allies in neighbouring Kuwait, ha’ 
gun deliberately to drive down 
of crude oil. As if to emphasise 
the Saudis boycotted the Vienn 
Sheikh Yamani, the Saudi oil mini 
had: tried in the. previous week: to: r 
non-OPEC but oil-producing Britain in 
higher interest rates with talk of th 
barrel; this week, ‘he contented hr 
with some mildly dis 
about the: ‘prospects for 








Using as its lever “net 
(under which the pric: 













Saudi regime has boos 
from last summer’s low of little mor 
2m b/d. to an estimated.4.5m. b/d 
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use any fall in product prices—especially : 
that of petrol— as an excuse for raising 
excise duties. That could be well justifi 
on energy-conservation grounds, bu 
companies do not see why they. should 
give up profit simply to extend their role 
as surrogate taxman. 
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Opening the taps 
Crude oil production 
O mbd 1 2 3 4 


Sov) Arab" D 


August 1985 
FA January 1986* 


*includes 50% of 
Neutral zone 


t Estimates 


month. Of that, some 2.6m is being sold 
under netback arrangements. Refiners in 
Pakistan, Taiwan and South Korea have 
now joined the Japanese and Europeans 
as the beneficiaries. The Saudis say they 
phave no intention of reducing their pro- 
duction until they have achieved whatev- 
er they are after. 
What that is remains something that 
the oil markets and non-OPEC producers 
< cannot fathom. They might sleep more 





soundly if they knew. Publicly, Saudi 

D parse says it is seeking a comprehensive 
agreement by all oil producers, OPEC and 
non-OPEC alike, to carve up the market in 
such a way that oil prices can then be 
maintained at a stable and “realistic” 
level. That begs so many questions, and is 
so patently implausible at the moment, 
that most non-OPEC producers have fortu- 
nately so far refused to have anything to 
do with it. That does not mean that some 
kind of fudge-and-nudge political accom- 
modation between OPEC and non-OPEC 

f producers may not eventually occur, but 
it is still some way away. 

Petroleum Intelligence Weekly, an in- 
dustry newsletter, calculates that even if 
non-OPEC producers agreed to share pro- 
duction cuts with OPEC, the OPEC coun- 
tries would still need to bring their pro- 
duction back to 16m b/d from the present 
evel of around 17.5m b/d. A cut that 
deep would be equivalent to one-third of 
Saudi Arabia’s current preduction, or 
about one-half of total North Sea output. 

Failing any agreement between pro- 
ducers, oil prices can only go on falling 
until they reach a new equilibrium. 
Where should that be? In theory it should 
be where the price has fallen far enough 
either to make it economic for oil-fired 
power stations to be brought back into 
use (thereby stimulating oil demand) or 
so uneconomic for producers of marginal 
high-cost oil that they shut down their 
wells. But politics may still stop theory 
from being demonstated in practice. 


Not worth common funding 


Oil, tin, cocoa, coffee, rubber, sug- 
ar... The precedents for rigging the 
price or production of commodities are 
discouraging, but the United Nations 
Conference on Trade and Development 
(UNCTAD) does not seem to have noticed. 
After ten years’ lobbying it has just 
rounded up the 90-plus signatories need- 
ed to ratify a scheme to support interna- 
tional commodity agreements (ICAs) 
wherever they arise, This United Na- 
tions Common Fund for Commodities is 
an idea whose time is long gone. 

The scheme was devised at the 
UNCTAD meeting in Nairobi in 1976. The 
developing countries which were its pro- 
ponents wanted an international agency 
with a capital of $6 billion capable of 
supporting a “new international eco- 
nomic order”. They thought this would 
improve the terms of trade of developing 
countries by somehow permanently rais- 
ing primary commodity prices. 

As commodity prices slumped instead, 
faith in ICAs has rather naturally waned. 
The fund's boosters are now reduced to 
such arguments as that its rules would 
have prevented the present tin debacle. 


Unlikely. The tin market is littered with 
broken rules. 

The ten years of delay have not only 
cut the fund’s ambition; it has also 
crimped its purse. To help finance the 
ICAs’ buffer stocks (one of its two main 
intended functions), the present notion 
is that the fund should have a core capital 
of $330m, though it could borrow from 
banks, too. That $330m would barely 
buy the cargoes of ten medium-sized oil 
tankers. For its second purpose, soft 
loans for research and development in 
primary commodities, only $280m has 
been earmarked. 

If the Soviet Union, which has yet to 
sign (and so assure the last main contri- 
bution of capital), declines to do so, the 
fund will probably die peacefully. Let it 
do so, or else be revised radically. The 
money for buying buffer stocks could be 
better used as soft loans to tide over 
producing nations during temporary falls 
in their commodity-export earnings. 
Best of all, use all of any money for R&D. 
Projects are already queueing up—eg, 
the development of drought-resistant 
groundnuts for the Sahel in Africa. 








Cocoa 


Emptying the cup 


GENEVA 





Representatives of 42 cocoa producing 
and consuming countries will descend on 
Geneva next week in a perhaps final 
attempt to stitch together a new interna- 
tional agreement regulating prices. The 
omens are poor. The present deal, which 
expires in September, has been in effec- 
tive suspension since 1982. Three previ- 
ous meetings have ended in stalemate. 

The international cocoa agreement has 
a dismal history, The 1972 and 1975 pacts 
foundered when the agreements’ prices 
were set too low, but market prices 
soared. The 1980 agreement went awry 
for the opposite reason. Encouraged by 
the commodities boom in the 1970s, 
prices were set complacently high. 

World recession and persistent over- 
supply soon sent market prices spiralling 
downwards. Between 1979 and 1982 co- 
coa prices halved. Within a year the 
buffer stock manager had spent every 
cent of his $230m fund, but still had 
acquired only 100,000 tonnes of the 
250,000 tonnes of cocoa he had been 


Filling the basket; but at what price? 


authorised to buy. He could neither beg 
nor borrow to buy more. So prices have 
stayed below the floor price of 100 cents a 
pound for much of the time since— 
though recent poor harvests have pushed 
them a shade above. 

The troubles of the International Co- 
coa Organisation have been magnified by 
the absence of the world’s biggest produc- 
er, the Ivory Coast, and its biggest con- 
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| Stocking capital regardless of price 
Most economists think a rise in real interest rates will cut industry's fixed 
capital investment. The facts seem to contradict them: despite historically 


high real rates, the latest economic recovery has been accompanied by an 


investment boom 
The big industrial economies have faced 
average real long-term interest rates of 
more than 6% for four successive years, 
“against barely 2% during the 1960s and 
__ 1970s. Yet businessmen are investing as 
never before. American industry boost- 
ed the volume of its capital spending: by 
36% during the three years from 1983 to 
1985, compared with an average. rise of 
only 21% during the equivalent phase of 
the previous three economic recoveries. 
Business investment accounted. for: al- 
most a third of America’s: total GNP 
twice as much»as* in earlier 
ies. In Japan and Europe, invest- 


1 in. previous cycles, but in 
© total GNP it has also been 


ent is the most volatile compo- 

N erest rates do have a big 

‘firms try to pick only those 

ffer a rate of return great- 

cost of borrowing, But 

al uch things as demand, pro- 

ductivity, business confidence, the state 

of technology and company taxation can 

raise rates of return, making more in- 

vestments profitable at any given level of 
interest rates. 

‘This may explain the paradox of both 
‘higher interest rates and higher invest- 
. ment. Consider three pieces of evidence: 
wa e low inflation and market deregu- 

lation of the past few years. This mix has 
offered firms better opportunities than 
the stagflation and red tape of the 1970s. 
Profits have soared, by 1985 regaining 
their pre-1972 share of national income 
in most countries. 
@ Rapid technological change has 
raised the productivity of capital. An 
increasing proportion of investment. has 
been in items of high-tech equipment 


Business fixed investment 


Contribution to totalGNp growth %growth 


Average of three 
| previous upswings 


| 1982-85 
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Averageof three 
previous upswings- 


uaa 
United States 


such as computers and telecommunica- 


i tions, These. accounted for over a third 


of America’s total business investment in 


1984. 
@ Tax changes have provided an added’ 
bonus. In America, bigger depreciation ; 

. allowances have cut the average cost of 
capital by an estimated 5%. The British 

. government did the opposite. It decided | 


to remove the fiscal bias towards invest- 
ment by scrapping capital allowances. 
However, because it is phasing them out 
rather than abolishing them, it has— 
predictably if unintentionally—encour- 
aged. firms in Britain to bring forward 
new investment. 


The real cost of capital 

Average real rates of return on capital 
have risen from their trough in 1981-82, 
but they remain well below levels in the 
1960s and early 1970s. In Europe, the 
average net return on capital was barely 
5% in 1985, compared with a rate of over 
10%.in the 1960s. In many countries, 
average rates of return have been below 


_ real long-term interest rates (see chart 


3). However, these figures measure the 
average return on. the whole of. the 
existing capital'stock and thus probably 
understate returns’ on new- investment. 
Moreover, interest rates may exaggerate 
the true cost of capital. Companies can 
finance investment by issuing-equity as 
well as by borrowing, and booming stock 
markets in most places have cut the cost 
of equity finance.” $ 
Although companies’ capital spending 


» plans do not appear to have been crowd- . 


ed out by high real interest rates, as was 


once feared, businessmen have had to‘ 


re-think some of their ideas. High real 
interest rates have changed the rules for 
choosing between potential capital in- 


Business capital stock EEC 
Return on capital and real interest rates 


At 


% 
Net rate of returnoncapital A 


vestments. The giga-dollar projects of. 
yester-year, -with their long pay-back 
periods, have become less attractive than: 
more modest schemes with shorter lives 
promising revenue tomorrow rather than 
next decade. 

Despite the boom in investment, the 
increase in the capital stock has been 
slight in. comparison with previous rec 
eries (see chart 2), This is partly bec 
huge slabs of capital have been scrappe 
Rapid technological change and highe! 


their investment has been “capital deep- 
ening’ —ie, designed to replace’ existing 
machines with less.» labour-intensi 
equipment rather than to expand capa 
ty (“capital widening”). 

The predominance in Europe of ca 
tal deepening is reflected in the decline 
in the marginal efficiency of invest- 
ment—-the increase in output per un 
investment. There has also been a ¢ 
cline in America and Japan; but mu 
smaller (see chart 4). In the 1960s 
marginal efficiency ‘of investi i 
rope was identical to that in America 
the early 1980s it had fallen to-onl 
America’s rate. = a 

‘Those who thought that high 
interest rates would squeeze investme 
can draw some comfort from the: 
that capital spending is likely to. : 
Sharply this year. American profits at 
beginning to stall; Japanese. producers 
are scaling back their investment plans 
line with weaker export prospects; and in 
Britain the abolition- of capital allow- 
ances in April 1986 will depress inves 
ment. But while its rate of growth may 
slow, the level of investment is likely to 
remain historically high: The ratio of- 
business investment as a proportion o 
GNP isat a post-war high in America, and 
its highest since the 1960s in Japan. 
Marginal efficiency of investment. 
(Increase in output per unit of ines 
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p 
come the sixth: Sse den Many 
At Geneva, producers and consumers 






Xperience. Producers want a 
ugher ‘new agreement, with buffer- 
ck arrangements and export quotas to 
defend a. floor price of 100 cents a Ib. 
ynsumers want no price floor, merely 
se intervention limits on either side of 
target price of around 105 cents a Ib, 
id provision for frequent reviews, The 
in consumers are not keen on export 
quotas. - Instead, the EEC proposes the 
withholding of limited supplies from the 
market if the buffer-stock manager nears 
ustion of his resources. If the con- 
umers get their way, the new agreement 
id simply iron out short-term fluctua- 
ns around a market-dictated trend. 
Officials at the United Nations Confer- 
on Trade and Development, host to 
: ting, remain convinced 
greements designed to 
ady rices are in the best interests of 
jucers and consumers alike. But more 
ries on both sides of the bargaining 





















TOKYO 


t years Ja apan has been unfairly accused 
manipulating the yen to boost its 
orts. Now, to its surprise, the country 
does have the yen ona string: against the 
merican dollar, it is moving up (and 
sometimes down) at every word from, the 
ank of Japan, the finance ministry or the 
ẹ minister, 
en cynical foreign-exchange dealers 
ow reckon that Japan wants the yen to 
se gradually, but will intervene to pre- 
a collapse in the dollar. The Japa- 
government led the intervention 
ast the dollar after last September's 
sting in New York of the Group of 
(America, West Germany, France 
Britain are the. other four). And it 
uptly taised domestic interest rates in 
ober. Both. actions have had their 
. ‘The. fickle. forex folk have 
ipped their old assumption that Japan 
guld cut interest rates at the first sign of 
stronger yen. 
fter January 29th, when the Bank of 
Japan exploited the yen’s strength to cut 
its official discount rate from 5% to 4.5%, 
the yen carried on climbing. The finance 
minister, Mr Noboru Takeshita, had said 
rate of Y190 to the dollar was accept- 




















Mr Takeshita’s puppet 





Yen against $ 
inverted scale 








able so up went the yen. When it sped 
past Y190 on February 3rd, the governor 
of the Bank of Japan hastily called a press 
conference to say he did not want too 
rapid a rise. Back fell the yen to Y192. 

Since September the yen has strength- 
ened by 21% against the dollar. Dollar 
interest rates have helped by falling, 
albeit gradually: three-month Eurodollar 
deposits that yielded 8.2% in September 
now pay 7.9%. This has given the Bank of 
Japan some room to bring down yen 
interest rates from the heights to which it 
had sent them in October. 

Those high rates prompted fears that 
Japan’s economy would slow. This now 
looks unlikely, especially because Japan 
benefits mightily from falling oil prices. 
























West German and Japanese ministers 
get edgy when others talk of “locomo- 
tive” economies—so the Reagan admin- 
istration talks instead of the need for 
new spark plugs in the world’s economic 
engine. Whatever the metaphor, on the 
evidence of this month’s symposium of 
the Emr Foundation in Davos, Ameri¢a 
is an increasingly uninhibited advocate 
of faster growth. 

It sent as its chief lobbyist Mr Malcolm 
Baldrige, the American secretary” of 











ots—both in the corridors and on the ski 
slopes—to press his arguments on ‘the 
rest of the 600-odd business and political 
leaders assembled in the Swiss- alpine 
resort for their annual old-fashioned 
brain-storming session. 

Mr Baldrige says the world has now 
reached the stage where inadequate 
growth is a more serious threat’ to its 












` however, make Japan’s $50 billion cur- 


Tuning up growth 


commerce. And he had lots of compatri-- 


: p ip: 
al rate of 9. 8% i in the last three months of 


1985. They are likely to go on falling, 
perhaps pulling consumer prices down 
with them. Cheaper oil imports will, 





rent-account surplus even bigger. There- 
fore, reasons the market, Japan will want 
the yen stronger to dissuade protection- 
ists abroad. If the yen goes higher, anoth- 
er cut in the discount rate is likely. 


The EMS _ 


Rattle a electi ions, 
shake of the. Snake 


A realignment of exchange tates in the 
European Monetary System (EMS) look 
inevitable. Politics, not economics, wi 
determine the timing. 

It has long seemed likely that once 
investors lost their appetite for dollars 
they would’ switch into D-marks-—and so 
upset the EMS, whose central rates (with 
the exception of last July’s devaluation of 
the lira) have remained fixed for 35 
months after seven realignments in its 
first four years. On: January 30th, the D- 
mark moved above its divergence limit— 
the rate at which central banks are re- 
quired to intervene. l 

It was the Bank of France, not the 
Bundesbank, that reined í ; 
The French governme i 
EMS realignment that would devalue the 
franc ahead of. the parliamentary elec- 
tions on March 16th. The Bundesbank. 
seems happy to try to go along with this; it. 























DAVOS 


well-being than inflation, Comparing 
1980 with 1985 for his audience, he noted 
how. inflation’ has been brought down 
from 14% to.4% in the United States, 
from 14% to 7% in Europe and from 8% 
to 2% in Japan: this, together with 
falling oi! and commodity prices, gives 
the industrial world an un valled chance 
to stimulate demand. 

The lead cannot ‘come from the United 
States, according to.Mr Baldrige. It did 
its bit by growing by 6.6% in 1984, when 
its increased imports provided one-third 
of all the: growth of other industrial 
countries. America has now to cut its 
trade deficit of around $150 billion and 
budget deficit of around $200 billion, so- 
“the restof the industrial world simply. 
must.take up the slack”. 

But will it? Mr Baldrige dismisses. as 
inadequate the average growth rate of 
23%. thatthe OECD ‘is predicting. for 




































may follow Japan and cut interest rates if 
the D-mark’s value is driven up again 
before its neighbour's election. 

Oddly, the French franc is currently the 
Strongest EMS currency. (It is the Belgian 
franc and Ireland's punt that are pulling 
against the D-mark hardest.) James Ca- 
pel, a London stockbroking firm, lists 
three reasons for the franc’s strength. 
First, because Eurofranc interest rates 
have shot up to 16%. That is 12 percent- 
age points higher than D-mark interest 
rates. If investors are convinced there will 
be no realignment before the French 
election, then short-term franc deposits 
offer a high return with minimum curren- 
cy risk to dissipate it. 

Second, speculation against the franc 
has been resisted by government inter- 
vention. The Bank of France has ample 
ammunition: its official reserves are 

out 50% higher, in SDR terms, than in 

rly 1983. 

Third, the gap between French and 
West German inflation has narrowed. 
France’s rate has fallen below 5% for the 
first time in 15 years. At the same time, its 
current account has swung into surplus 
for the first time since 1979. 

None the less, the difference in infla- 
tion persists, making French exporters 
less competitive against their West Ger- 
man trade partners. Since the last EMS 
realignment in March 1983, the franc’s 
real exchange rate has appreciated by 
12% against the D-mark. Once the elec- 
tion is out of the way, James Capel 
reckons, the D-mark may be upvalued by 
4% against its central rate and the French 
franc devalued by 3%—allowing it a 7% 
devaluation against the D-mark. 


Baldrige points the way 
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China’s industry 


Kung Hei Fat 
Choi, Mr Deng 


First the good news to bring China’s 
leader wealth and health for the new Year 
of the Tiger. Promised foreign investment 
more than doubled last year (Year of the 
Ox) over the figure for 1984 (Year of the 
Rat). And of the $5.9 billion-worth com- 
mitted in 1985, $1.6 billion was actually 
spent—a 25% improvement over 1984, 

Next, the bad news. Little ‘of that 
foreign investment went where China 
wanted it—ie, into high-tech projects and 
priority areas of the economy such as 
transport and energy. Now, the worse 
news: many of the manufacturing joint 
ventures in China involving foreign part- 
ners are a drain on the country’s scarce 
foreign exchange. 

China has attracted pledges of $16 
billion in foreign investment since setting 
out in 1979 to modernise its economy. 
Only $4.6 billion has been invested so far 
and only one in three of the 2,300 joint 
ventures set up are actually in operation. 
Two-thirds of the ventures are in low-tech 
or no-tech light engineering and textiles. 
Most of the rest are in services such as 
hotels. Strip out the 80% of joint venture 
partners that are from Hongkong, and the 
biggest foreign investors—American 


firms—account for only 6% of the total. 
Japanese firms are third biggest, a rank- 
ing that rankles the Chinese; who expect 
more investment from their biggest trade 
partner. 



















Western Europe this year. Without fast- 
er growth, Europe’s unemployment rate 
could rise within a few years from to- 
day’s 11% to 13%. 

Third-world debtors—who have taken 
to talking about a “world credit crisis” 
rather than a “world debt crisis”—are, 
of course, cheer leaders for this Ameri- 
can initiative. So, with caveats, is the 
World Bank. Mr Ernest Stern, its senior 
vice president for operations, spoke at 
the symposium of a “conceptual 
change”. That means that industrial 
countries are coming to realise that with- 
out faster growth the difficulties of in- 
debted countries will just deepen. 

Support exists, too, in less expected 
quarters. Mr Franz Lutolf, of the Swiss 
Bank Corporation, welcomed the way 
the Reagan administration, and particu- 
larly Mr James Baker, its treasury secre- 
tary, had “led thinking away from aus- 
terity to growth”. All the big Swiss 
bankers, he said, agree with him: unless 
debtor nations are allowed to grow, how 
can they service their bank loans? 

















WORLD BUSINESS 





ase aS 
Chipping in for new year 

The reason this is so discouraging to 
China is that, despite the progress made 
in introducing Mr Deng Xiaoping’s eco- 
nomic changes, the economy remains 
riddled with inefficiencies of the sort that 
foreign investment was meant to put 
right. In a new survey, the United Na- 
tions Industrial Development Organisa- 
tion has found that output per worker in 
many of 21 selected manufacturing indus- 
tries actually declined in 1983; and that a 
26% increase in industrial output over the 
four years to 1982 required a 37% in- 
crease in fixed assets, an 18% increase in 
working capital and a 16% increase in the 
number of workers. The figures make 
grim reading for a developing economy 
with relatively high investment. 

There will be more such statistics to 
dismay Mr Deng until the country gets rid 
of the distortions caused by its failure to 
have a sensible system of market prices. 
A tentative start has been made, especial- 
ly with energy and transport prices. But 
both areas need foreign investment to 
increase productivity, and neither is get- 
ting much of it. 


Sanko Steamship 
Refloated 


TOKYO 


Sanko Steamship, once the world’s big- 
gest tanker operator and since August 
1985 Japan's biggest bankrupt with debts 
of nearly $3 billion, has been allowed by 
the Japanese courts to resume business. 
This despite no signs of improvement in 
the shipping market; and despite the fact 
that other Asian shipping lines are on or 
over the brink of collapse. 

The best bet is that the new Sanko will 
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Qar Slaraetkoteter , 


Among the financial results for the year, 
areholders will be glad to see record 
nings per share -25-6p- and strong cash 
nces in excess of two hundred million 
n fact, everything’ sup, including 
=the share price. Lonrho has had 


cial institution i in J apan, 
ry successful convertible 
or Lonrho during 1985. We 
ke to be among the first British 
panies to establish stronger links with 
great Japanese trading houses in the“ 
c basin, and are researching. : 
portunities to do so, 






of £158- 3 million ona turnover of 
billion. I am sure that 
ders will join me in 
reciation of the sustained 
‘ts which the Company 
made worldwide. The: 
t majority of Lonrho’s 
terprises:are growing 
vidually, under 
usiastic long-term 
agement. The Company ` 
‘comes shareholders, who, 
hen they travel, take an opportunity to. 
the estates, factories, and hotels of the 
ne Group, in which they have 











ooking back over the year, I would 
light the excellent market progress of. 
‘olkswagen/Audi (U.K.). Sales of vehicles 
d one hundred and twenty thousand. 


may be less familiar with th ame of. 3 


d Nagel, the wor ER 
TS; which has con he tweet : 


anding : 


lati nship between Kühne and Nagel and 
countries of the Eastern bloc offers 
o many potential trading 
unities in future years, as trade. 
East and West i is, in my opinion, 
kof an expansion. 
hi is year saw the conclusion of Sir 
idie Laker’s. claim against British | 
ys and other defendants in.an out-of- 
urt settlement in America. The happy 
sociation with Sir Freddie, which 
ntinues, has been and is of great value to 
Group. eih. 


he year end, pre-tax profits reached a 
































-metals of 270,000 ounces, double that of 


nrho’s pre-tax 
~ of over £158 million 
are a record for the group 


OR W Rowland, Chief Executive 


Lonrho has successfully led the financing 


1981. Operating margins are excellent, and 


of a 160 million U.S. Dollar development of these will be further enhanced by the plant 


the Ashanti mine in Ghana, which operates 
very productively with the strong support 
and encouragement of the Ghana 
Government. This input of additional 
capital will result in a production increase 
of fifty per cent., to over thirty thousand 


ounces per month, from one of the richest 


gold mines outside South Africa. 

During the year, the Government of 
Mocambique invited your Company to 
study the recommissioning of several large 
scale agricultural estates, as part of the 
programme to revitalise the economy. 


_ Shareholders will be pleased to hear that the 


pipeline through Mocambique to 
mbabwe has operated peacefully and 
profitably through the year, and is now 
additionally carrying aviation fuel. 

The nationalised tea estates in Tanzania 
were this year all returned to the Company, 
by d negotiated agreement which the 
Directors felt to be fair and satisfactory, 
and. are once again under Lonrho 
management. Expanding in many 
countries, Lonrho continues to be Africa’s 
largest food producer. 

Over the twenty five years during which I 
have worked for your Company, the policy 
of continuous development and investment 
in Africa has proved a happy and rewarding 
one, in spite of the many forecasts to the 
contrary. Although Lonrho has expanded 


_ into the Americas and in Europe, yours is 


still the largest and most widely established 
Company on the African continent. 
Reports of the various divisions of the 
Group follow, and outstandingly active 
sectors have been Hotels and Casinos and: 
Mining and Refining, which I hope you will 


» have the time to read. The Directors look 


forward to welcoming you at the Annual 
General Meeting on April 8th —.a short 
film of the varied interests of the Lonrho ` 
Group is shown at 11.30 a.m., half an hour 
before the formal start of the proceedings, 
and new shareholders may find this a‘useful 
introduction. 


MINING AND REFINING 


For eight successive years we have 
increased platinum production. Further 


~ expansion planned for the end of this year 


will result in output of platinum group 


refining rhodium, ruthenium and iridium, 
and by the copper/nickel refinery just 
completed and now being commissioned. 
All these increases and improvements ha’ 
been self-financed by funds generated from 
Operations. 

The present scale of platinum mining 
involves treating over 2 million tonnes of 
ore per antium and mining 120 acres of hard 
rock seam less than forty inches thick. In ` 
order to do this, twenty one miles of 
underground tunnels are blasted annually. 










































Shaft headgear — Western Platinum, Marikana. 


Group gold production has increased 5% 
to.419,000 ounces. In addition to the 
expansion at the Ashanti gold mine we are 
also i increasing th Production of three 


arge shaft systems to 
e gold reserves of 


sof f gold annually. We 


hold 36% in this important mine. 


RICULTURE 


“The results of the Group’s seven sugar 
estates continue to be restrained by the low 
level of world prices and severe transport 
problems in Malawi, where two large: 
estates are situated, However; profitability 
has improved with markedly good 










with the energetic 















direction of Sir Freddie 
Laker has organised four 
special rate charter 

s flights a day from the 







AVE A A E 


TAT TA Southern States, which 
Rice being sprayed — John Holt Group, Nigeria. 


is proving very attractive 
to tourists. The Casino is 
























performances being recorded by the designed to attract the fun gambler, and has 
Swaziland.and Mauritius operations. a huge variety of ‘State of the Art’’ slot 
In Malawi, the tea crop ‘reached 4-6 machines. °° ty 
million kilogrammes during the year, but Among hotels belonging to the oo 
there was.a fall in the price of tea. Metropole Group in the United Kingdom, nie tye? 
In Kenya, sales of wattle extract the London Metropole did best, with record Birmingham Metro, 


-», amounted to over 4,700 tonnes. _ profits. The Birmingham Metropole —~by “9.5, a00. a ae 
Other large- far the largest hotel in the United Kingdom The results of the Casino sector fel 
scale farming outside the capital —- was host to five short, in part attributable to the clo 
; operations in hundred conferences, but the lower level of Crockford’s during the summer 1 On 
East Africa are exhibitions during the year at the adjoining _re-decoration. The directors and 
wheat, maize and National Exhibition Centre somewhat management feel that 1986 will be mu 
“seed maize crops, reduced occupancy at Britain’s top improved. The ten clubs represent a lar 
. Soya beans, conference hotel. A new conference centre share of the United Kingdom casino 
coffee and coffee with the latest equipment is currently being — market; with a combined ‘drop’ of or 
warehousing, root added, to maintain this dominant position: £250 million last year. may 
“vegetables, dairy age ae 
“products and 
pork. In 
Zimbabwe alone 
Coffee picking — Vumba sales from the 


an " herd were nearly 
Coffee Estate, Zimbabwe, 11,000 head of © 


beef cattle, The total herd strength in 
Africa is now 110,000. 

The farms and estates are so varied and 
widespread that they experience very 
different weather cycles, but it is possible to 
generalise to the extent of saying that 
rainfall — the critical factorin Africa ~ 
has been reasonable to. good. We have 
recently reacquired a majority shareholding 
in the well-run Mufindi Tea Estates in 
Tanzania. 

Kalangwa Estates in Zambia was affected 
by unfavourable weather conditions and . 
the poor performance of the dairy division. 






























Mount Kenya Safari 
Club — Kenya. 




















1985 AT A GLANCE 


"IOTELS AND CASINOS | 1985 
Major hotels in the popular tourist 
‘destinations of Bermuda; The Bahamas, Turnover 


and Acapulco form the Princess. Group, £2,58 6m £233 6 

dag pated dle by pean cha yin a of - jt 

“ o Í r meri 3 1E 
Mintocnemoar te" Profit before tax £158.3m £135. 


nevertheless profits were excellent at ate 


U.S.$37 million. : Profit attributable to 


>. The tremors experienced in Acapulco as 


jurethetomn or he Princeshe > Shareholders — -£67.6m  £55.0r 


ally, and the company was able to 
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t in relieving hardship in the State of a AN Oo 
Guerrero by furnishing emergency supplies. Earnings per shar e 25 .6p 20.9p 
suns policy of the Princess Croup asa ; E 
whole is to invest continuously in new ; 
facilities and up-grading, since our . Dividends per share 12.0p 
competitor for tourist business is the 
efficient hotel sector of the United States 




















economy. This year a major programme r 

began in Bermuda, concentrated on the Cash balances £2 1 im ce 
luxurious Southampton Princess, where all - i 
the rooms will be further improved, and The seventy-seventh Annual General Meeting of Lonrho Ple will be held at 
restaurants re-designed. Great Room, Grosvenor House, Park Lane, London, W.1. on. Tue 


In The Bahamas the Princess Hotel has 
wholly taken over the management and 
ownership of the adjoining Casino, and 


8th April, 1986 at 11.30 a.m. 






































Following the acquisition of W 
Teape Orchard, the enlar, arri 
SEAT carsat Decorative Papers is now the largest United 
London Motor Fair. Á “Kingdom 
-producer of 
printed 
decorative 
papers to the 
= furniture 
t- industry with 
j; around 50% of 
į the United 






OTOR DISTRIBUTION 


A number of new products were : - _ 
ear, including a four-wheel Post Office — 4 vei a series 

Quattro option across theentire Audi Mercedes Benz, Toyota, Peugeot, by Harrisons — High Wycombe: 

„and the desirable 16 valve Golf GTI Volkswagen; Audi, British Leyland, l Tai 


General Motors and several other ENGINEERING in 


The Group is also sole importerof MAN manufacturers. 
olkswagen commercial vehicles. Sales All the companies in the steel processing 


f MAN trucks were lifted by 40% l PRINTING AND division of Firsteel earned a return on 


ipa ‘1984. ; capital of over 30%, 
.G(U.K,) achieved arecord year in PUBLISHING Within the engineering division, 
rms of both profit and volume of. © Circulation of the ‘Glasgow Herald’ Charles Roberts Engineering has 
assenger cars and parts. The company continued to grow throughout the year, introduced a general purpose tanker 
ket share to just under 6%, culminating in a record September. The and an aircraft refuelling tanker, sales of 






“Evening Times’ also achieved significant which augur well for future growth. 
circulation increases. Tollemache is now established in the 
The ‘Glasgow Herald’ is Scotland’s field of waste treatment and its 
leading quality national daily newspaper conversion into fuel. Lightfoot 
and, once again, Outram journalists have Refrigeration enjoyed another very 
‘won numerous press awards, including profitable year. 
` “Journalist of the Year” and ‘‘Specialist The Group’ s United Kingdom office 


Writer of the Year”. The ‘Evening Times’ equipment manufacturer, Sheer Pride, 
also won the ‘Premier British Newspaper increased turnover and quadrupled exports 


Design Award 1985”. in a very competitive market. 
“=... “The Observer’ consolidated its position In Zambia the construction company, ` 
i sandi reputation. Delkins, has just completed an excellent 
The Group’s provincial newspaper scheme in Kitwe comprising a shopping 
company, Scottish & Universal precinct and residential flats. Vitretex 


Paints has now entered the export market 

woe to reaper errata 

ny i T ai l | bi. ahmer an sold their locally 

ha N trucks from MAN- Ve deck i . | ya manufactured buses and trucks well, with a 
: w number being exported. 


_ Newspapers, has had a highly successful 

















ack Barclay, the well-known distributor 
f Rolls and Bentleys, did well throughout 
e year. The distinguished Berkeley Square 
howrooms continue to be a London 
landmark for residents and visitors alike. 

_The Dutton-Forshaw Group distributes 
ish Leyland vehicles. and Jaguar cars, 

nd has now commissioned a number of » 

pecialised locations for the expanding sales 
nd servicing of Jaguars. 


E in Main printing presses at The Observer — 
e launch of the SEAT range of cars i St Acdrew' Hil, ECA 









985 amid very favourable press comment. __ 
gricultural machinery has long been an year, with 18 of its 21 titles showing 
rest of the Lontho Group: Deutz-Fahr. . increases over the previous year. . - 
imported by us to the United All divisions of Holmes McDougall 
gdom, and customers areenthusiastic. | performed well, despite continuing difficult 
Saville Tractors, the newly acquired trading conditions. 
e-1.H. industrial equipment franchise is Greenaway ' Harrison, the security 
rogressing. printers, continue to be the largest printer of 
_In Kenya the Toyota, Mitsubishi truck Annual Reports and Accounts in the United 
nd Massey Ferguson franchises all took Kingdom. The Lonrho annual report for 
e lead in their particular sectors, with 1984 received a merit award from the 
verall sales increased by 70%. premier trade magazine ‘Printing World’. 
ower Equipment i in Zambia has won Harrison & Sons printed the stamps which 
assey Ferguson’s world export award for _ won, for the third successive year, the 
p of e T A & Premier eee rere aoe : 
onrho continues to agents an or stamp design and won Italy’s “Golden Compressor 
istributors in many countries in Africa for Stamp Award’? for the most beautiful aemp, Saracen aeri 2? the eRe Navy by 
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Whyte & Mackay has substantially increasing profits over läst Baumann Hinde, the Group’s cott 
made sound progress, year. This has been achieved through a merchanting company, traded pr 
particularly in the / strong retail performance from the the face of an unstable market arising 
international duty “QA company’s 250 outlets, trading as of a large global cotton surplus. ~ 
free market and has Brentfords, Accord and John Wilson, and The Group’s insurance division, 
received the first |. by increased efficiency in the factory: . F.E. Wright, made significant progres 
“Duty Free Product \ | a AE ‘David Whitehead and Sons’ operations many areas of its business and current ; 

< of the Year Award” l : in the United Kingdom continued to do well trading conditions are good. H 
at the 1985 Tax Free ff J |. with trading profits 29% ahead of last year John Holt’s confirming operations he 
World Exhibition. 5. oon a five year record of profit ` reasonable year in spite of difficult tradi 
-Malt whisky : David Whitehead in Zimbabwe has had - E TO pfi property portfolio in the 
stillsat E. -avery successful year helped bya ` United Kingdom, comprising both 
cooo Tomintoul SLL “combination of buoyant local demand, idential and co reial rty, has 
| Glenlivet į "increased exports and greater production die tah ine ee 
Distillery — efficiencies increased to £68 million. ; i : 
- Scotland, ; Peter J. Hopkinson, the wholesale 





: : uag Domestic textile weaving distributor of bathroom and kitchen: 

The company has also developed a ten-year v Besco Baron, Rochane, equipment, was particularly successi 
old single Highland Malt for Marks & Ri: » extending its sale of Philips built- 
Ssencer. Independent research assesses , : appliances. z BA 

hyte & Mackay “‘Special’’ as the sixth _ ` Southern Watch & Clock Supplies ha 
__ Best Scotch whisky brand. ae a GCS s i ; increased their market share during the 
` Whyte & Mackay has been unaffected by nn ak by providing an enhanced service in the 
` the industry's current stock surpluses. All” on sA oe “yy trade. 
three Highland Malt Distilleries have l EA ; mite aes 
maintained normal working throughout th 
year. 

Profits from French wine interests 
in Bordeaux and the Loire showed an 
encouraging improvement over the 
previous year. A continuing programme 
pe the quality and pepu on 
of our wines and to strengthen the aa a na e ; 
marketing organisation throughout the = ` , In Malawi, David Whitehead increased . 
world will yield benefits over the next few _its export revenue by 123% with over 11 
years. : million metres of cloth being exported to 

The Group now operates 19 breweries in twelve countries. T min A 
partach with Arran Goveriments and i x i F pont iH ial. fotp imali 
municipalities, producing traditional high- ss eran _ for substantial American aircraft 
Protein beer, kR £ í E i KUHNE & NAGEL manufacturers. Our busiest agency is 
_ In Zambia, the bottling company is The Kithnie & Nagel Group of companies, Beechcraft. 
investigating the production of drinks from operated in partnership with Mr Klaus 
locally produced fruits, in additionto. -= Kühne, had another year of excellent $ ged L site: 
bottling Coca-Cola. The Group also performance. Considerable contributions pá Piera Semen 
operates three Pepsi-Cola bottling plants were made by Kühne & Nagel companies i 
gy in Nigeria. in Europe, Canada, U.S.A. and the m i 


Far East. á iay y Ae ~ 
` Kühne & Nagel is expanding its network 


of travel agencies by acquisitions and oe 

opening travel offices in a number of The text is taken from the Chief Exe 
countries. l Statement and Review af Operations 

=o Kühne & Nagel have intensified their contained in the Report and Accounts fe 

activities in countries where they anticipate the year ended 30 September, 1985 which 

, an above-average growth of their market: will be published in late February. Copie: 

` share, including China, India, Brazil. and will be available from the Secretary, 

x Scandinavia, where joint venturesand new Lonrho Pic, Cheapside House, _ 

X: offices have been established. 138 Cheapside, London, EC2V6BL. 















Gulfstream II ~ one of tl 
Group operated aircraft 
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Lonrho Plc, Cheapside House, 138 Cheapside, London, EC2V 6BL. 





_ WORLD BUSINESS 
? not make a profit for at least three years. 
_ The worst is that it will collapse again 


_ before then. So why allow it to sail again? 
The answer is that Japanese trading com- 


panies, which own 108 new bulk carriers 
-chartered to Sanko, would suffer more 


from the firm’s bankruptcy than from its 
- resurrection. If Sanko had sunk, they 
_ would have to sell these ships at a huge 
loss. Now they can retain the ships in 
their balance sheets as assets and count 
ft _ charterage fees as receivables over, say, 
the next 10 years. Pain is postponed. 

= Sanko collapsed because it stuck to 
tankers for a decade too long. In 1983 its 
owner, Mr Toshio Komoto, a leading 
politician, gambled a last throw on turn- 


~ ing his firm into a bulk-carrier operator. 


He ordered 125 new ships and persuaded 
_ trading firms to pay for most of them. The 
gamble failed to save Sanko from the 
humiliation of seeking court protection 
_ from creditors—but now provides the 
smaller fleet through which Sanko hopes 
_ for salvage and salvation. 

= The firm will cut its fleet from 263 ships 
_ to 130 by selling vessels and cancelling 
= charterage contracts. Owners are being 
_ offered only 5% of the charterage fee as 
compensation. Negotiations with these 

and other creditors begin this month. 
Sanko’s main Japanese banks—Daiwa, 
Long-Term Credit and Tokai—have put 
up new money even though they had to 
= write off Y160 billion ($830m) in bad 
loans to the old Sanko. Banks do not 
know whether to be tough or kind to 
shipping debtors. Japanese banks are the 


biggest creditors of Hongkong’s troubled 
Tung group; the Bank of Tokyo is second 
biggest creditor of another of the colony’s 
distressed shipping groups, Wah Kwong. 
Some shipping economists think cheap 
and over-abundant finance is the real 
source of shipping’s troubles. 

Of the six biggest Japanese shipping 
lines only three—Kawasaki, Mitsui OSK 
and NYK—look buoyant. Showa Line and 
Yamashita Shinnihon are both losing 


Britain’s telecoms 


money. Japan Line, which after Sanko is 
the biggest in tankers, may go bust at the 
end of March. It has debts of about $1 
billion and is being reorganised under the 
wing of its main bank and biggest share- 
holder, Industrial Bank of Japan. The 
bank wants Japan Line to lay off 950 of its 
1,400 workers; in return it will provide 
Y50 billion of new funds. If the trade 
union rejects the plan, the bank says it 
will scuttle the company. 


Value-added regulation 


Britain’s telecoms regulators are trying to 
ring a change. Although British Telecom 
and its officially sanctioned competitor, 
Mercury, are guaranteed until at least 
1990 a duopoly of basic telecoms services 
(including voice and telex transmission), 
politicians propose to cut the red tape 
tying data-transmission services, the fast- 
est growing part of the business. To do so, 
they must stand the regulation of Britain’s 
telecoms on its head. 

The regulators are gathering comments 
on the second draft of their proposals to 
put their political masters’ wishes into 
effect. Criticism of the first draft centred 
on the proposed rules for newcomers and 
the distinction between regulated basic 
services—like residential telephone ser- 
vices—and “value-added” ones, such as 
videotext and electronic mail, in which 
more competition will be allowed. 


Academy for the piste 


The local monopolies long enjoyed by 
ski schools throughout Europe are under 
attack. For years, budding Franz Klam- 
mers have been given no choice about 
where they learned their sport: good for 
the ski school but not for the skier. 

Ski school was once the heart of a ski 
holiday. But the armies of British skiers 
that have bespoiled the Alps in recent 
years became frustrated with huge class- 
es, formal methods of teaching and in- 
structors with a better grasp of some of 
their students than of English. Bored 
with a constant refrain of “benz-zee- 
knees”, more and more British skiers 
abandoned lessons after only a week or 
so and “taught” themselves. 

It did not require much consumer 
research to spot the market gap. Despite 
fierce local opposition, competitors have 
moved in. Where once the French resort 
of Val d'Isère had only the Ecole du Ski 
Francais, now it boasts two new ski 
schools—Snow Fun and Topski—which 
offer smaller classes and English-speak- 
ing instructors. 


VAL D'ISÊRE 


Enterprising British tour operators 
have also filled the gap with their own ski 
guides. National laws prohibit ski guides 
from teaching; instead they shepherd 
groups of similar skiing ability around 


Ski instructors do it downhill 


The line between basic and value-add- 
ed services is nigh impossible to draw. 
When BT was privatised in 1984, regula- 
tors drew up a definition of value-addec 
services, and then decreed that every 
thing that did not fall into that category 
should be regulated as basic service. Now 
they propose to turn the approach around 
be defining basic services, and allowing 
competition everywhere else. 

Chief beneficiary of the new rules will 
be “managed data networks”. First pro- 
posed by a joint venture between BT and 
1BM—but turned down by regulators for 
fear that these two giants would suffocate 
the market—managed data networks 
typically provide higher quality data 
transmission than is afforded by BT's 
usual service. They include, for example, 
more security against errors or snooping, 
more facilities to allow different sorts of 


the slopes—invaluable in a resort like 
Val d'Isère, which has 116 ski lifts, 260 
miles of marked pistes and a ski map 
whose tangle of multicoloured lines and 
dots rivals the New York subway system 
for complexity. Intermediate skiers who 
once might have enrolled at ski school 
now happily follow their English-speak- 
ing guides with confidence, if not style. 









computers to talk to each other. 
Today; managed data networks fall 
into the regulated telecommunications 
category simply because nobody had 
thought of them when the definition of 
value-added service was written. But re- 
versing the regulatory burden of proof is 
not: the only way in which the new rules 
would promote such services. The official 
idea now (prompted by the telecoms 
industry) is to allow managed data’ net- 
works a special class of licence. 
Instead of licensing the individual sup- 
plier of a managed data network, the 
government would limit itself-to approv-. 
ing the service itself. Anyone would then 
be allowed to offer a similär package. IBM 
(without BT), ICL, and General Motors’ 
subsidiary EDs are all designing such net- 
works that—pace, the regulators—could 
ventually be offered to the public. 
__ there these firms lead, others follow. 





Pan-European television 





BT has little to fear from this new 
competition in the short term. Although 
the new managed data networks will take 
some business away from BT services like 
Packet Switch Stream, they must send 
their data over BT's basic telephone lines. 
By extending the range of services, com- 
petition should boost sluggish growth in 
demand for BT’s basic services. 

But managed data networks could 
evolve intd'a more serious threat to BT, 
To provide the new services, operators of 
managed data networks must build up 
switching and message-processing capa- 
bilities outside BT's network. They will 
use modern digital:equipment and aim at 
the most profitable high-volume custom- 
ers. The result could easily be a group of 
mini-Mercuries all ready to jump into 
more direct competition with BT—and 
waiting to be unleashed by tomorrow's 
regulators. 


The sky’s limit for broadcasters 


if sales-talk could launch television networks, Europe’s night sky would 
sparkle with satellites broadcasting to an entire continent 


To reach’ Western Europe’s 120m homies 
with television—-35m more than in Amer- 
ica—sounds like the dream of every pro- 
gramme maker, politician and adman, 
Pan-European broadcasters, the pitch 
goes on, have motive, opportunity and 
means: Europe offers a rich; untapped 
television: market—European advertisers 
spend a paltry $40 a year per television 
home, American advertisers five times as 
much; in most of Europe’s 17 main coun- 
tries, old state-dominated television mo- 

»polies are breaking up; and new broad- 

*...Sting technology is sending trans- 
mission costs tumbling. 

The dream is attractive, but premature, 
European network television is a long 
way off. Financial and technical trouble: 
dog even modest ventures. National regu- 
lations, barriers of language and regional 
differences of taste stand in the way of a 





pan-European advertising market,’ with- © 


< out which there can be no European 
“os commercial network: À 








_ rope—-publishing firms such as Hachette 
= and Hersant in France and Springer and 
Bertelsmann in West Germany—-are con- 
centrating first on opening up under- 
exploited home markets. The European- 
minded Italian, Mr Silvio Berlusconi; is 







tional channels in France and Spain. 
“These media barons are keeping a close 
watch on European satellite television: if 
_ latent advertising markets in Europe, the 
ECONOMIST FEBRUARY 8 1986 


‘Many of the big media.groups in Eu- 


going “international” by buying into na- y 





its pioneers show that, there really’ are- 


barons will want to exploit these for 
themselves—with their: own national 
chains. Perversely, the opening up of 
European’ broadcasting could quickly 
make it more national-minded again. 


The adventurers 

Europe’s satellite broadcasters are gam- 
blers who hope they know the odds. They 
are led by Mr Rupert Murdoch, the 
Australian-turned-American owner of 
newspapers. He also owns Sky Channel, 
which beams music and entertainment 
shows by satellite to cabled European 
homes 18 hours a day. Sky Channel's 
managing director, Mr Patrick Cox, does 
not pretend his operation could replace 





Europe's untried market 
Commercial Tv advertising airtime, 


1985 Minutes aday 
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Source: Advertising Association. &the European Advertising THpartite 






* Advertising as a proportionof 


+RAI and private networks only 


national channels. His aim isto wina s 
share of a very big market, making 
Channel impossible for advertisers 
nore. The channel has probably lost 
35m since it began three years ago. ' 
year it hopes to break even and extêi 
reach from 5m-6m to 9m-10m homes, 

Sky Channel got an indirect vot 

confidence on January 30th when 1 
Britain’s 15 commercial television comp 
nies agreed to back a competitor, $ 
channel. Starting in October, this 
comer is to broadcast a “Best of Brit 
selection of programmes to cable 
scribers across Europe, 

All told, there are 19 television ch 
nels broadcasting by satellite over 
rope, including France’s Tvs and We 

Germany’s SAT-1. Some 11 more 
train. This includes an entertain 
channel planned by Mr Robert M 
the larger-than-life publisher of 
ror group. of newspapers in Brita 
most, programme choice and vi 
hours are limited. Both Superchannel an 
the Reuters news agency are contemp 
ing a European news programme, All 
sounds impressive. But most of th 
satellite channels offer old films of rc 
videos; none a full range of programm: 

Renting a channel for 18-hours-a- 

broadcasting costs $3m-4m a year o 
low-power European télecoms 
ECS-1.. This is too weak to reach 

directly unless they have a big rece 
dish. Instead, the satellite beams ti 

community antenna feeding a network 
homes or to a master antenna‘on a he 
or a block of flats. A snag is that Eu 

is unevenly cabled-——one reason that a 
most half Sky Channel's viewers are 

heavily-cabled Holland. - 

The direct-broadcasting satellite (D 
is an alternative. DBS satéllites co 
reach homes with small-dishes, but 
have fewer channels and renting a chan 
nel is expensive. Even the cut-rate rent: 
the French are offering Mr Maxwell’ fo: 
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Tied up in knots 


Pan-European television threatens to 
become a regulator's nightmare. West 
German states prohibit television adver- 
tising on Sundays. Sweden and Denmark 
prohibit all television ads. Belgium al- 
lows only generic, not brand, advertis- 
ing. France forbids the television adver- 
tising of, among other things, jewellery, 
furs, newspapers and magazines. Austria 
once forbade the use of children, but not 
dwarfs, in television ads. 

These are part of a knot of rules that 
an EEC Commission consultative paper, 
“Television without frontiers”, has rec- 
ommended should be unravelled. The 
paper also said that all EEC countries 
should have at least one commercial 
channel and that they should not refuse 
to air each others’ programmes. The 
commission may propose a directive to 
put these recommendations into effect. 


his yet-to-be aired channel on their yet- 
to-be-launched TDF-1 is $15m a year. 

Everywhere plans for DBS have had 
trouble. A Japanese DBS went “blind” 
within a month of launch. British backers 
last year pulled out of UNISAT, an over- 
priced $750m private DBS scheme, when 
the government refused help, although 
British interest has revived now that there 
is likely to be an Irish DBs venture. Other 
European launches are much delayed. 

A new generation of medium-power 
satellites with more channels than DBS 
and requiring a smaller dish may offer a 
third way. But even smaller dishes will, at 
the start, be expensive. Not everyone has 
gardens or rooftops for a clear line of 
sight. Add the cost of a descrambler and a 
motor to train the dish, and many viewers 
may decide the bother is not worth it. 
And there are plenty of doubters who 
think that satellite transmission is already 
a passing technology, soon to be overtak- 
en by two-way, or interactive, cable. 


Ad infinitum 
Transmission, at least on low-power sat- 
ellites, is not an especially large part of a 
satellite broadcaster's costs. The $30m-a- 
year estimated operating costs of Super- 
channel will split $6m for transmission, 
$12m for programmes and $12m for staff. 
Of these, the people selling “space time” 
for advertisements matter most. 

The reason is that satellite gamblers see 
a “repressed” Western European market 
for television advertising, as Mr Jeremy 
Taylor of Superchannel puts it. Europe- 
ans spend about ł% of GNp on advertis- 
ing, Japanese about 1% and Americans 
1.5%. In 1983, television advertising in 
Europe amounted altogether to $4.3 bil- 
lion (20% of European advertising). The 
United States, by comparison, spent 


64 


One big issue is whether to set a 
common ceiling on advertising time at a 
generous 20% of air time or lower—or to 
have none at all. Many Europeans fret at 
the supposed “Americanisation” of Eu- 
ropean television. This usually confuses 
two different questions: should Europe- 
an junk-programming get preference 
over American junk? And should quality 
programming in Europe be helped? 

Several governments want to foster 
European public-service broadcasting. 
One candidate is Europa, a satellite 
channel broadcasting from Hilversum 
and backed by five of the smaller Euro- 
pean countries. It mixes entertainment 
with news and current affairs pro- 
grammes. Though Superchannel’s Mr 
Taylor jokingly calls Europa an “‘acid- 
rain” channel, it may—if governments 
can agree—get taxpayers’ money. 





$16.2 billion (32.5% of total American ad 
spending.) If Europeans spent an extra 
4% of GNP on advertising, and diverted to 
television 30% rather than 20% of all 
advertising, television's take from ad rev- 
enues would double. Satellite chains, the 
theory runs, would not need to pick up 
much of that growth to make profit. 

These are bold “ifs”. Press protection, 
newspaper lobbying, a tradition of public- 
service broadcasting and licence-fee fi- 
nancing may well have repressed markets 
in many European countries. And remov- 
ing some of the national restrictions on 
television advertising (see box) may draw 
money from print advertising. But how 
much extra advertising as a whole this will 
bring is uncertain. Although West Ger- 
many, say, spends far less on television 
advertising than comparably rich coun- 
tries, it compensates by spending relative- 
ly more on print advertising. 

Some barriers to advertising are al- 


Europeans keep their eyes from the skies 


ready falling, partly because governments 
in cramped Europe cannot keep out 
neighbours’ broadcasts. Sky Channel's 
immediate hopes for a European break- 
through depend on West Germany. But 
there, television is controlled by the 11 
federal states: Social Democratic con- 
trolled states are anti-advertising, while 
Springer and Bertelsmann want Christian 
Democratic states to permit a ceiling on 
advertising of 20% of total air time. 


Why advertise Europe-wide? 

Even if European television advertising 
does increase, why should more go on 
European than on easier national cam- 
paigns? Viewer numbers aside, there is 
little to tempt a media director to run a 
pan-European campaign on a satellite 
channel rather than run several national 
campaigns. And there are plenty of draw 

backs. Luxury items, travel goods an 

some soft-drinks might do well on pan- 
European campaigns, but tastes in food, 
baby products, detergents and financial 
services are probably too local. Speed 
sells a car in Italy, rustproofing wins it 
customers in Scandinavia. 

Language is a barrier so obvious that it 
commonly gets overlooked. Nonetheless, 
Mr David Wood, European director of 
Ogilvy and Mather, an advertising agen- 
cy, thinks satellite channels could by the 
1990s reach 20% of Europe's television 
homes. But how many viewers will watch, 
and for how long? The average European 
adult watches only 2-4 hours television a 
day. Satellite broadcasters must woo him 
away from national channels and video- 
recorders, and, before long, from com- 
munity television and interactive video as 
well. Offering popular fare viewers can- 
not get elsewhere is the key to satellite 
broadcasters’ success. But good popul 
television is expensive and to make mo: 
ey the satelliters need a low-cost product. 
Going European looks hard work. 
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1¢Economist 
Intelligence Unit 


The EIU’s Quarterly Economic Reviews _ 
guide you expertly through economics 
/ and business in 165 countries 


Every quarter92 separate Reviews together cover over 165 countries — evaluating growth prospects, assessing 
/pportunities, examining the problems. By providing a concise service of business oriented analysis of the latest 

economic indicators in st all countries of the world, the EIU aims to assist subscribers to react quickly and 
accurately to developme: 


in the international economic environment. 


9 é , ontains: . compact, coherent and standard format, although contents inevitably var 
@ 300 word summary of the contents. Romuspuniry to country depending on the availability of data. 
: assir ; the main trends inthe economyand | toners upplements carry statistical tables on economic indicators over 
ora year ahead. r or key economies, this isanumerical © A text puts these and many other figures in their setting and outlines political 
Components of expenditure in real terms. conditions, planning policies, foreign investments rulesand exchange | 
5,000 words of news analysis covering the mainissueson which , restrictions. 
anisations operating in an international context need to be informed: 
: politcal developments relevant to an understanding of the economy; ` . 
“government economic policies; trends in investment. and consumer spending; 


4 Each of the 9: e 


How the Reviews work for you ee 
© asa concise yet comprehensive service of comment and analysis on the warid 


economie situation. 


performance of key business indicators; evaluation of foreign trade data; 
: f development plans. ns 


a 


Supp. 


wide range of natio 





(386. Ecuador’ 
1120. Egypt 

£322. Finland 
£723. France 

“362. Gabon, Congo, 


(092. Guinea, Mali, 
oo Matiritania 


arterly Economic Reviews _ 
bscription to Reviews marked (3. i 
ion toone Review: 4 issues and Annual Supplement £53 or US$9?. 
JK £1.50; overseas £2.50 or US$ airmail £6.50 or US$12. A progressive 
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OMMODITIES BRIEF 





he Economist indicators 


The year 1985 may have been a turning 
int for commodity prices. Expressed 


Rs) to iron out the effects of currency 
tuations, prices hit a three-year low 
n October. Then they began to edge 
p. Over the year as a whole, the SDR 
ndex. fell by 6%. The rise of the pound 
meant sterling prices were even more 
depressed—falling 15%-—but in dollar 

rms they rose 6%»: 

These changes are reflected weekly in 
Economist commodity indicators, 
hich are also summarised annually. 
They were last summarised in the issue 
anuary 26 1985.) They are calculated 
indices (1980+ 100), weighted accord- 
ing to the value of imports into OECD 























Rock bottom? 
SDR index 
no Jan8 1985 =100 
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“terms of Special Drawing -Rights 


All-items index 


, countries and ‘excluding the. intra-EEC 


trade of commodities affected by the 


` common agricultural. policy.. The 1986 . 


weights.are based on the value of imports 
in 1981-83. . 
`The prospect that the 1986-87 Brazilian 


crop would be reduced by more than half — 


because of drought pushed coffee’ prices 


up 50% in December to over 200 cents a ` 


Ib. By contrast, tea prices in London 


slumped 59% in the year: supplies were 


plentiful, especially of low-quality tea. 
Cocoa prices were steady: there was a 
surplus of 127,000 tonnes in the 1984-85 
harvest, after two years of deficit. Grain 
prices drifted: down after bumper har- 
vests. World soyabean output was a near- 
record 91m tonnes and, in October, 
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Metals 69 
copper 30.9 2.5 
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prices. dipped below $5 a bushel, the 
lowest for nine years Prices of all oilseeds 
fell sharply. 

Sugar sank to 2. 6 ce 


recovered to 5.9 cents in December. 
There was a record cotton crop and prices 
ine Members of the 







a P 
discouraged new ein 


In the fourth quarter of the year, ths 
metal markets were dominated by events 
in tin on the London Metal’ Exchange 
(LME): In October, the International Tin 
Council ran out.of money for supporting 
prices and tin trading on the LME was 
suspended, Copper: production fell short 












6% fall in consumption. Aluminium c. 
put was cut; the lead and. zinc markets 
were in surplus. : 
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“All of these securities having been sold: this announcement appears as 


| A$150,000,000 | 
13.80% Notes due February 1 1991 
Guaranteed unconditionally as to principal and interest by 


Commonwealth of Australia 


pursuant to its statutory guarantee of the due payment of 
all moneys payable by Commonwealth Bank of Australia. 
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Debt by maturity, ond-1985: 
ont andincloing 1 your (IJR) 


over 1 year IY) 


Sie Commercial hawks 116% 
Official creditors 10:6% 


Direct foreign 
investment 





: lexico sends Baker s plan 
back to the drawing-room 


The slow progress of Mr James Baker’s 
plan to lend more money to 15 heavily 
_ indebted developing countries was tempt- 
` ing American commercial bankers to be- 
lieve that only a disaster could get things 
moving. Now. they face one-~Mexico, 
one of three countries in the United 
States treasury secretary’s chosen 15 that 
be seriously affected by the steep fall 
the oil price. (The other two are 
Venezuela and Nigeria.) 
Mexico’s minister of commerce and 


Debtometer 
, nkers trying to check: the health of 


debtor economies. are often frustrated by 
e dearth of statistics. Some hawe taken 


o using the delay in publishing figures 
on foreign reserves as an ear symptom 
f sickness. 

At the end of 1985, of the 136 coun- 
s which report their reserves monthly 
fo the IMF, 22 were more than three 
“months behind in reporting. Of these, 12 
«more than six months. in arrears. 
AEs y; 1985 was a bad year: at the end 
| © of 1984, 20 countries were more than 
< three months i in arrears, and only seven 

“were more than six months behind. 
ars and internal civil strife take their 
toll on reserves—and on Statistics. The 
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industrial development, Mr Hector Her- 
nandez, says the fall inthe oil price will 
prevent his country “from making full 
interest payments on its $93 billion of 
foreign debt. The $4 billion in new loans 
that Mexico was seeking for 1986 has now 
risen to $8 billion-9 billion. Mr William 
Cline of the Institute for International 
Economics in Washington guesses that 
the country will needa further $8 billion a 


‘year from 1987 to 1990. 


Mr Baker’s officials say that his initia- 


worst reporters are Iraq (eight years 
behind), Uganda (five years) and Iran 
(three years). However, whereas Iran. 
updated its figures a little in 1985 (from 
four years to three years in arrears), Iraq 
was silent: 1977 remains the latest year 
for which it has announéed its reserves, 


tive, launched last October, was not de- 
signed to deal with this sort of crisis. It 
proposed that $29 billion should be len 
the 15 countries over the next three year 
$20 billion of this from commercial bank 
and $9 billion from the internatio 
agencies. Mexico’s crisis now. dw 
these figures. If Mexico is to stay int 
team, Mr Baker will have to rejig the 
and Mexico will have to undertake mor 
economic reforms, 

“In return for new lending, the initi 
called on countries to privatise state e 
terprises;, to encourage foreign inv 
ment (which has fallen sharply in M 
in recent years—see chart); libe 
trade; staunch the flight of capital; an 
take more austerity medicine from th 
IMF. Mexican negotiators told their cred 
tors’ 13-bank steering committee in Ni 
York this week that, for political 2 
social reasons, they felt there w 
cious few tighter notches left o 
for the IMF to squeeze. . 

Some bankers thi 
national-security in 
business links with Mexico will be use 
justify making the country a special case 
These banks fear they will now be lea 
upon heavily for support—-especially in 
view of President Reagan's promise 0 
help to: President Miguel de la Madrid at 
their Mexicali border meeting last mont 
Making Mexico a special ‘case could re 
cue the Baker. initiative from the fate o 
being just another attempted orchestr: 
tion of a rescue, 

But, even before: Mexico uncovered i 
problems, commercial bankers were com- 


which means it hid good figures—in 
1979-80—as well as bad. 

Most of the countries that fell further 
behind in publishing their reserves dur- 
ing 1985.are in Africa: Cameroon, Cen- 
tral African Republic, Congo and Gabon 
were only four months late at the end of 
1984, but nine months late by the end of 
1985. Others to fall back noticeably. . 
include the UAE, which at the end of 1984 
was reporting on the dot, but then of- 
fered no new figures for 12 months; 
Panama, which slipped from one month. | 
late to eight months; and Peru, from one- 
month to four months. 

West Indian island states like Antigua, 
St Lucia and St Vincent are also. consis- 
tently late reporters. But they may have 
ample foreign currency—just._ not. 
enough statisticians. : 
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plaining that the Baker initiative asked 
them for too much. Mr Franz Lutolf, of 
the Swiss Bank Corporation, said this 
week that the big Swiss banks welcomed 
the way the plan had “led thinking away 
from austerity to growth”, but that “ask- 
ing the banks for $20 billion in three years 
is a tall order”. 

The initiative’s much-heralded co-op- 
eration between multilateral agencies and 
commercial banks has run into difficulty. 
Mr Antonio Ortiz Mena, of the Inter- 
American Development Bank (IDB), 
wants some of the new commercial lend- 
ing to be channelled through the IDB, for 
projects that earn or save foreign ex- 
change. The commercial bankers don’t 
want that. If a project is viable, but a 
country’s economic condition is becoming 
more dicey, they would not wish to carry 
on lending—as the IDB and World Bank 
do—without mandatory cross-default 
clauses. These are safeguards the IDB and 
World Bank refuse to give. 

The debtor countries see Mexico’s dif- 
ficulties as an opportunity to point out 
ever more forcefully that they have never 
regarded the Baker initiative as generous 
enough. At the request of Mexico and 
Venezuela, the foreign ministers of 11 
Latin American debtors were due to meet 
on February 9th in Washington. The 
threat of joint action on their debts has 
been around since the group last met in 
December in Montevideo, but the mem- 
ber countries have recently been striking 
separate deals. 

Argentina, Brazil and even Venezuela 
have made some negotiating gains with 
creditors; they will not want to jeopardise 
these, so a regional announcement that 
they are all going to limit debt service 
seems highly unlikely. But if Mexico gets 
special treatment from the United States, 
other Latin American debtors will not be 
satisfied for long with less. 


Wall Street 
Turn up the heating 


NEW YORK 


The collapse of oil prices has taken over 
from falling interest rates as the main joy 
on Wall Street. During February 4th, the 
Dow Jones industrial average reached 
1,600 for the first time, up by 20% in the 
past four months. Broader market indices 
are also at or near their peaks. 

Lower interest rates and falling com- 
modity prices have raised the value of 
equity compared with other assets. Inves- 
tors are prepared to pay more for the 
same earnings. The ratio of share prices 
to the latest annual earnings of companies 
in the Standard & Poor's 500 index rose 
sharply from 11.4 in early September to 
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13.6 in early January. By then, the fall in 
long-term interest rates, which began last 
September, had stopped, but oil prices 
were falling fast. So investors were ready 
to go on betting on lower inflation and 
hence lower interest rates, and the rally 
continued. At the end of January, the p/e 
ratio of the S&P 500 was up to 13.9. 

Falling oil prices broke the deadlock on 
the stock market after official statistics 
suggested in early January that economic 
growth was speeding up. Wall Street had 
hoped for a cut in the discount rate to 
push down short-term interest rates. But 
the Federal Reserve has no reason to 
force short-term rates down so long as the 
economy is reviving and Congress is argu- 
ing about the budget. 

For Wall Street, lower oil prices were a 
good substitute for a cut in the discount 
rate. Transport shares were the biggest 
winners; oil companies and banks with 
large loans to Mexico the main losers. 
Investors who had just sold airline shares 
because of a price war bought them back 
as oil prices fell. General Motors’ share 
price rose by 8% in the three weeks from 
mid-January, and Ford’s by 12%. 

Shares in Exxon, Chevron, Mobil and 
Atlantic Richfield fell by 10-15% in the 
same period. The price of most large 
banks has weakened, but by much less: 
after all, big lenders to Mexico are also 
big lenders to Brazil, which can only gain 
from cheaper energy. There is also strong 
disagreement on Wall Street about 
whether to buy bank shares. First Boston, 
for example, is bearish after last year’s 
long rally in bank shares caused by falling 
interest rates. But Goldman Sachs is 
telling investors to buy. It argues that 
bank shares move in line with economic 
growth rather than interest rates, and that 
growth will pick up in 1986. 

Brokers have not been slow to point 
out that most companies have something 
to gain from cheaper oil. Donaldson 
Lufkin & Jenrette used falling oil prices 
to push shares in F. W. Woolworth 


(cheap energy will increase consumer 
spending), and in Barnett Banks of Flori- 
da (more people will travel to Florida). 
Potential investors might, of course, stay 
at home and turn up the heating. 


Paris bourse 


Fair stands the 
wind for France 





A growing band of European-minded 
investors is tipping the Paris bourse for 
1986. Already this year, the CAC index of 
some 250 of France’s most important 
shares has risen by 5%, hitting all-time 
high after high. Dollar and sterling-based 
investors have done even better, since 
both currencies have slipped against 
franc. There are at least three g 
reasons for investors to carry on looking 
favourably at the Paris market: 

@ Denationalisation. The right-wing op- 
position is expected to win the parliamen- 
tary elections on March 16th. (Tempo- 
rary disagreement among right-wing 
leaders about how to “cohabit” with a 
left-wing president caused the market to 
turn down this week.) A central plank of 
the opposition’s policy is the sale of the 
big industrial groups which the Socialists 
nationalised in 1982, plus banks and in- 
surance companies nationalised then and 
earlier. 

Until recently most people thought this 
was a bear point; they said that the bourse 
might find any significant privatisation 
indigestible. This week’s sale of the gov- 
ernment’s rights to about FFr900m 


($120m) of non-voting shares in Compag- 
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7 Putting your 


messi across... 


Making Corporate Communications Work 


Portman Intercontinental Hotel, London, March 14, 1986 








With multi-million-pound takeover battles 
being fought out daily in the advertising and 
editorial columns of the national press, the 
importance of coherent corporate communi- 
cations programmes toa company’s well-being, 
indeed to its. independence , has never before 
been soevident. ` 


The proponents of corporate communications 
do not, however, restrict their view of its utility 
to the City. Corporate communications pro- 
grammes can and do ensure that a company 
also projects a positive image to the public, 
customers, governmental agencies and the 
media,.as well as to the financial community. 


Under the chairmanship of John McCracken, 


: Director of ‘Corporate Affairs, IBM UK, many 
_ of the UK’s leading specialists in corporate 
communications will explain how corporate 
- communications programmes can bean 
invaluable aid to a company’s success. 
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Please send me further details’ onthe Corporate Communications Conference, 
Portman Intercontinental Hotel, London, March 14, 1986 


First Name 





Company 


Please return to: Catherine Mortier The Economist Conference Unit 25 St James’s Street London SWIA IHG 
eepe] 01-839 7000 Tar 420. Telex: 24344 G Attn L onteenee Unit ; EE 


Among the topics to be discussed are: 






@ the rationale for and optil use of corporate 
communications; 






@ the selection of the right approach; 


@ effective targetting to different groups: the 
media; the public at large; industry; t the financial. 
community; and government; ; 


@ the design and development of an integrated 
approach to corporate communications. 
















Our speakers will include: 


David Bernstein, Chairman, The Creative Business 
Andrew Commins, Group Director, Elders IX Laide. 
Nick Georgiades, Director of Human Resources, British Airways ple 
Peter Hamilton, Joint Managing Director, The Communications Group ple 
Ken Livingstone, Leader, Greater London Council ; 

Andrew Neil, Editor, The Sunday Times 

Tony Shillington, Director of Publicity & Public Relations, Hoechst UK Lid 
David Stewart-Hunter, Planning Director, Saatchi & Saatchi Co plc 

lain Tweedie, Deputy Head of Corporate Communications, Lloyds Bank 
Bob Worcester, Chairman and Managing Director, Market & Opinion 
Research International Lid (MORD 


“When you face exposure in more than 
«one European currency, you néed protec- 
tion that covers a lot of ground. The 
“European Currency Unit (ECU) futures ` 
contract atthe Chicago Mercantile 
” Exchange's International Monetary Market 
(IMM) gives you the coverage you need.: 
It's the newest addition to the currency 
. related futures contracts ‘at CME, 
where currency futures originated 
in 1972. 
- Here's how ECU futures can help 
you keep your foreign currency 
exposure — and even interest rate 
risk ~ within manageable boundaries, 


ECU futures cover Europe 
10 ways 


The ECU is a unit of account whose 
price reflects the value and performance 
of 10 European Economic Community 
currencies with the components weighted 
by the relative size of each country's 
economy It is rapidly becoming a popular 
medium of exchange for European ~ 
and global — trade and finance ` 
transactions. 

The free market determines the price 
at which the ECU trades against the dollar 
and other currencies, with the dollar price 
of the ECU approximating the total value 
of the dollar prices of the 10 individual 
components. 

The ECU serves as a barometer of the 
value of European currencies. That means 
ECU futures can help you protect against ~ 
or take advantage of — changes in the per- 
formance of European currencies against 
currencies in other economic zones or 
against a single component currency. 


Hedge currencies lacking 
futures and forwards 

Because the CME’s futures contract 
is based on a basket of currencies, it has 
unique versatility, For instance, it offers 
the ideal hedge for many combinations of 

< European currencies. No opinions on the 

`- relative strengths and weaknesses of 

< Individual currencies are required, and 
there's the added advantage of transaction 
cost savings. 

CME ECU futures. can be used fo 
manage the risk of adverse ECU exchange 
rate movements by fixing the value of a 
future purchase or sale, in the same way 
CME currency futures and options 
contracts can be used to hedge trans- 
actions in the individual currencies. 
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The ECU futures contract also makes 
an effective hedge for firms with exposure 
in European currencies MTOR Rue 


7.20am to 9.00am 


Check with Clearing 
House for details 


markets, or with illiquid or nonexistent 
forward markets. 

In addition to hedging ECU-to-dollar 
exposure, the CME’s futures contract can 
be used in conjunction with other CME 
currency contracts to hedge ECU price 
tisk against other major world currencies 
such as the Japanese yen or the Swiss 
franc. 

The ECU is now the third most popular 
unit of account for new Eurobond issues. 
With ECU futures, issuers and investors 
can hedge receipts or payments from 
ECU demoninated notes or bonds, as 
well as the purchase and sale of these 
instruments. 

The ECU contract is even more 
than a flexible currency hedge, hawever. 
By spreading with the CME’s Eurodollar 


As the world’s largest and most ak 
influential exchange. trading, 
the CME brings the advantages of liquidity 
and experience to ECU futures trading, 
The ECU futures contract's delivery _ 
cycles and other contract terms 

are similar to those of the CME's 
contracts such as Deutsche mark 

and Swine franc Sines, andit has 


and trading opportunities. 


Approximate weights of currencies in ECU on 16/12/65. 
German MarK iD Po BOEN FRAG omen FH 
Franch Piti esos 19,9, DANE KONE memini 2.8% 
o HISD PUD remiss LA 
“Grok DARM a 0.9% 

Luxembourg Franc...0.9% 








nie Financiére de Suez did not make the 
bears look right. The offering closed an 
astounding 300 times oversubscribed, and 
will have to be made again. Similar issues 
in the past year, especially those by 
banks, have gone nearly as well. 

Multiple applications may have exag- 
gerated the enthusiasm for this little piece 
of privatisation, but the theoretical 
FFr270 billion that was chasing the 
rights—on some estimates, as much as 
75% of it from foreigners—makes the 
opposition’s target of FFr25 billion or so 
of asset sales in each of the next five years 
look modest. 

To ensure that the sales go well, a 
number of ruses are expected: for exam- 
ple, an extension of the loi Monory, 
which exempts the first FFr500 of divi- 
dends from personal tax and is one reason 
v` 4m people in France are share- 
c rs, many more than in Britain. 
© Modernisation of the bourse. Thanks 
in part to the finance minister, Mr Pierre 
Bérégovoy—just named French financier 
of the year—the bourse is modernising 
fast. Negotiable commissions were intro- 
duced last July. From March 3rd, a morn- 
ing session will be introduced to fix the 
prices of the most actively traded securi- 
ties. (Others will continue to have their 
prices fixed only once a day.) By July, 


Bamboozled 


Economists in the City of London were 
caught out this week with their forecasts 
for Britain’s money supply and foreign- 
currency reserves. Full of gloom, they 
were betting on a sharp 1-1}% rise in 
January in sterling M3, still the most 
closely watched money-supply measure, 

a big drop in reserves of around 
_  )m because of heavy intervention to 
support the pound. Warning lights of a 
rise in interest rates were flashing. 

The figures, published on February 
4th, were a pleasant shock. Sterling M3 
rose by a mere 4% and foreign-currency 
reserves by an underlying $132m. Did 
the Bank of England really sit back and 
watch the pound slide as the oil price 
dropped? More likely, the Old Lady has 
been operating in the forward market 
hidden from public view. 

However, the money-supply figures 
were a genuine puzzle. For months, the 
figures have been consistently bad and 
were thought to be misleading, forcing 
Mr Lawson, the chancellor of the exche- 
quer, to chuck out his target for sterling 
M3. Perhaps Goodhart’s law has gone 
into reverse. Coined by a former Bank of 
England economist, the law states that as 
soon as a monetary aggregate is targeted 
it becomes misleading. By that logic, 
once the government ignores a mislead- 
ing aggregate, it starts to behave itself. 
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continuous computerised trading will be 
possible fer some shares. 

Moreover, plans for banker-broker li- 

aisons will, some time this year, allow 
banks (including foreign ones) to take 
positions in securities, though they will 
have to close them through the bourse 
within 60 days. At present, all trades have 
to pass through agents de change— 
grouped into some 30 under-capitalised 
stockbroking firms. In addition, markets 
in financial futures and stock options are 
due to be launched in the first half of this 
year. 
@ The economy. There continues to be 
good news on the French economy. Infla- 
tion in 1985 was 4.7%, and is expected to 
be down to 3% by the end of 1986. 
Companies’ return on capital employed 
was 13% during 1985, up from 9% in 
1981. Interest rates are just about in 
single figures and falling, and France’s 
government deficit as a percentage of GNP 
is among the lowest in Europe. 

The market should have new reasons to 
rejoice if the opposition wins the March 
elections. It has promised to lift all re- 
maining exchange and price controls (the 
socialists have already moved a long way 
in this direction), as well as the regula- 
tions which made redundancy difficult. 
Mr Roger Hornett of James Capel, a 
London stockbroker, is sufficiently bull- 
ish about Paris to increase the percentage 
of European equity investment that he 
recommends should go there from 15% to 
23%—at the expense of Frankfurt and 
Zurich. He reckons that the changes 
promised by the opposition could boost 
company profits by 20% in 1986. 

To this should be added a considerable 
fiscal stimulus (a three percentage point 
cut in income taxes for 1986); the massive 
investments in the French Disneyland 
(FFr20 billion) and the Channel tunnel 
(FFr35 billion); and the gain from the fall 
in the oil price (last year France had to 
import FFr150 billion of oil). Small won- 
der that investors are finding more to buy 
in Paris than food and clothing. 





BHP 
Pawn to king three 


MELBOURNE 


Mr Robert Holmes à Court, the chess- 
playing Australian financier, has both the 
stamina and strategic skills demanded by 
the game of kings. For the third time in as 
many years, he is making a bid for BHP, 
an energy and resources conglomerate 
which is Australia’s biggest company. His 
company, Bell Resources, is offering 
A$7.70 a share or one Bell share plus 
A$2.50 in cash for every BHP share up to 
20% of its issued share capital. If success- 
ful, Bell’s tender offer would cost A$2 
billion ($1.4 billion), and give it a control- 
ling 39% stake in BHP. 

Mr Holmes a Court, who already has 

18.8% of BHP’s shares under his belt, first 
bid for the company in August 1982. 
Since then, he has lined up A$2 billion of 
bank loans, and plans to raise ‘at least 
A$342m through a placing of shares in his 
Bell Group. He has two main reasons for 
bidding again now: 
@ BHP, which got the bulk of its revenues 
last year from its half share in the Bass 
Strait oil field, is vulnerable to the col- 
lapse in the price of oil. As Australia’s 
biggest oil producer, the company has 
benefited from the federal government’s 
policy of fixing the price of oil sold in the 
domestic market. 

On January Ist, the price was fixed at 
A$40.71 ($27.8) a barrel in line with the 
(then) OPEC benchmark price. With the 
fall in oil prices, the government is under 
pressure to lower its parity price at the 
next meeting of the price-setting commit- 
tee on March Ist. Analysts reckon a cut of 
A$10 a barrel would wipe A$60m off 
BHP’s after-tax profits in the year to the 





What move next, Mr Holmes a Court? 
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end of May 1987. 

@ Impending legislation from Australia’s 
National Companies and Securities Com- 
mission NCSC, the takeover watchdog. 
The NCSC wants to outlaw partial take- 
overs of the type Mr Holmes a Court is 
employing against BHP. The new law was 
originally intended to take effect at the 
end of March, but was brought forward to 
February because a spate of partial bids 
aimed to beat the deadline. 

Despite its quick footwork, the expiry 
date of Bell’s offer falls after the dead- 
line. The NCSC therefore has to decide 
whether the offer can stand, or whether it 
should be scaled down to comply with the 
new law. Locals reckon Mr Holmes a 
Court may be trying to test a loophole in 
the law that would allow a tender offer, 
once begun, to be rolled forward with 
impunity. BHP's directors have rejected 
the bid as not serious. They may have a 
point. Two of the seven conditions that 
Mr Holmes a Court has attached to the 
bid are that the federal government does 
not mess around with its domestic oil 
price, and that the NCSC does not enforce 
the new tender rules. 


Swiss banks 


The trail of Plumey 


BASEL 


Mr André Plumey, a Swiss financier who 
vanished in December after at least 
SFr100m ($47m) of his clients’ money had 
disappeared, may unwittingly have done 
the big Swiss banks a favour. Mr Plumey’s 
firm in Basel, André Plumey Finance, 
was one of a growing but uncounted 
species of money manager that needs no 
licence to set up business in Switzerland 
and that escapes practically all supervi- 
sion. They come and go, but at any one 
time there are probably several hundred 
such firms. 

Bankers have long thought the absence 
of supervision for firms like Mr Plumey’s 
unfair. They would like to see a tighter 
definition of who and what is controlled 
by Swiss banking regulations. A revision 
of Swiss banking law is languishing in 
parliament, partly because the cantonal 
police are pleading that they do not have 
enough qualified personnel to deal with 
all the white-collar crimes that could be 
included. The Plumey case could nudge 
the legislators into action and persuade 
them to include non-banks like Mr Plu- 
mey’s in the legislation. 

Mr Plumey escaped control by not 
registering as a bank or as a quasi-bank. 
Since all he claimed to do was take money 
from friends, relatives and acquaintances 
to invest on their behalf, he did not need 
to do so. However, lawyers are now 
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pondering whether his methods justified 
non-registration. In theory, the non-regu- 
lated money manager may neither solicit 
funds nor advertise, but the line between 
simply passing the word and soliciting is 
fuzzy. Mr Plumey persuaded 1,300 peo- 
ple to give him anything up to SFr10m for 
investment, first in Florida properties and 
then in oil-related and gas-related compa- 
nies, in a network that stretched from 
Liechtenstein to Curacao and Denver. 
The federal banking commission is not 
convinced that any individual can have 
1,300 personal friends and acquaintances. 
Mr Plumey’s circle of acquaintances was 
extended by his position as grand master 


in the revived mock-chivalric order of: 


Saint-Michel, whose embarrassed mem- 
bers now say that some of Mr Plumey’s 
assistants did, indeed, suggest business 
dealings. Several respectable accounting 
firms also seem to have recommended Mr 
Plumey to their clients—and are now 
wondering whether they will be asked to 
reimburse them. 

The commission is not keen on extend- 
ing the definition of bankers and quasi- 
bankers. It says that a fuzzy definition, 
like the present one, correctly applied, is 
harder to get around than a strict one, 
which spells out all the details except 
those that a clever rule-bender discovers 
later. The fault in a case like that of Mr 
Plumey, says the commission, lies not 
with the law, but with its application. 


Tokyo offices 
Looking to the Hills 


TOKYO 


On February Ist, two Americans from 
Merrill Lynch became the first foreign 
floor traders in the history of the Tokyo 
Stock Exchange. They are the most 
prominent among a host of foreign finan- 
ciers piling into Tokyo. Six foreign firms 
were sold seats on the exchange in De- 
cember; 20 American and European se- 
curities houses now have branches in 
Tokyo including the six with seats—and 
at least a dozen more expect to get branch 
licences this year. More than 100 have 
small representative offices. In all, there 
are too many new foreigners for too little 
old office space. 

Every foreign broker wants to be in the 
central areas of Marunouchi, Nihombashi 
or Hibiya, but these are full. The whole of 
Marunouchi is owned by Mitsubishi Es- 
tate and it has no new developments 
planned for the next three years. Only 
0.4% of office space in central Tokyo is 
vacant, according to the building owners’ 
association. Tight property regulations 
(which may be relaxed this year); the 
expense of earthquake-proofing office 





blocks; and problems in moving ten 
during redevelopment are all blocking 
rebuilding. 

Last year, when Laurie Milbank, the 
British broker attached to Chase Manhat- 
tan bank, was looking for 2,000 square 
feet for its new office, it could only find 
two locations: one half that size, the other 
double. It took 4,300 square feet, leaving 
plenty of room for golf practice. 

In 1984, Goldman Sachs, an American 
investment bank, moved to 12,500 square 
feet near Hibiya. But its staff doubled last 
year to 60 and will double again in 1986. It 
reckons it will need 28,000 square feet 
next year and about 70,000 in four or five 
years’ time. Vickers da Costa, the British 
broker partly owned by Citibank, moved 
two years ago into 12,000 square feet in 
Nihombashi but now needs at least twice 
that much to house its 130 staff. 

As in London, the big investment 
banks and brokers think they have 
choice but to move away from the cen 
In April, a big new development called 
Ark Hills will open at Akasaka, a night- 
life area about 25 minutes by train from 
the stock exchange. Eleven foreign firms, 
including Goldman Sachs, Vickers, Salo- 
mon Brothers and Schroders, will move 
in. One has taken 58,000 square feet. The 
rent is around Y1,120 ($6) per square foot 
per month, plus a non-interest-bearing 
deposit of Y25,000 per square foot. This 
is a bit cheaper than Marunouchi, and 
well below rents in the City of London. 

Ark Hills will soon be outgrown. There 
are so few new developments in Tokyo 
that foreigners, including Jardine Flem- 
ing, the biggest foreign equity trader in 
the city, are already putting their names 
down for skyscrapers due to open in three 
years time, in a warehouse area next to 
the Sumida river. This is only a mile or so 
from the stock exchange but very grim. 
By then some may have found further 
growth in Tokyo too expensive. 
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. The modern world is a stuffy place. Many 
“people now spend most of their working 
days indoors, oe They by bossy builders, 


octors call it in 
: The symptoms~~sore throat, 


ead achiéare all too. familiar, the 
causes all too mt 


ardua ad asthma 


LONDON AND STOCKHOLM 


tioned buildings are still disproportion- 
ately worse. Take a ten-storey building 
occupied by members of a single profes- 
sion: where five floors of the building are 
air-conditioned and five naturally venti- 
lated, the air-conditioned professionals 
are the sicker ones. There is certainly 
something other than hypochondria at 
work here. 

The first .big study to single out air 
conditioning was- in San Francisco in 
1983: Dr Theodore Sterling, from Simon 
Fraser University in British Columbia, 


‘has reached the same conclusion in a 
-study of 350 buildings with known health — 
o problems. And a detailed British study of 


two otherwise identical office blocks in 


Terming nesses 


The words on this page were composed 
by a journalist peering thoughtfully into 






computer, VDTs are ‘rapidly supplanting 
typewriters as ‘the ubiquitous tools of 
white-collar workers: In America alone 
“some 25m VDTS will be invuse. by 1990. 
‘But how safe:aré VOTS? =: 
Many workers using VDTs complain of 
eye strain, muscular cramp,.back-ache 
and stiffness. Some. surveys have identi- 


fied clusters of miscarriages among wom- * 


~ en~who work at terminals, Most scientific 
studies have exonerated vpts Dut 
dged their bets by calling for further 
vigilance. A firm verdict may not.be 
possible until science has accumulated 
better data—until, in other words, more 
people have used vpts for longer. 

Many vpts use cathode ray tubes, 
which Squirt out a mishmash of radia- 
` tion—not just visible light but also radio 
“waves and light in the ultraviolet and 
infrared frequencies. Frightening as that 
sounds, most workers receive more radi- 
ation: from ‘fluorescent lights and sun- 
shine—one big argument against alarm. 
The tubes also produce x-rays, though 
these should not escape. 

Many. people who work at VDTs com- 
plain of eye strain. Those who wear 
glasses change them more often than 
bespectacled workers who do not use 
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the visual display terminal (VDT of a“ 








terminals. What no studies have been 
able to do is link complaints with clinical 
evidence. voT workers may change their 
glasses sooner simply because working at 
a terminal helps them monitor their 
eyesight better. America’s National Re- 
search: Council, which: spent two years 
studying the impact of VDTs on vision, 
„concluded in 1983:that they would have 
to.emit thousands. of times more radia- 
‘tion than they do to cause cataracts. 

The ‘evidence on miscarriages is also 
sparse. A dozen or so workplaces around 
the world have reported clusters of mis-. 
carriages which workers have blamed on 
vots, but the numbers involved are too 


Small to convict or to exonerate. Howev- 


er, VDTs do emit ionising. radiation,” 
which. has been. associated (at much 
higher levels) with cancer and birth de- 

„fects; and. microwave and  radiofre- 
quency radiation, which has been linked 
with fertility problems. 

One study in Spain has also connected 
very low frequency radiation, such as the 
magnetic pulse from the coil of a cathode ° 
ray tube, with abnormalities in chicken 
embryos. So far, other scientists have 
been unable to reproduce this result. 
Some governments think it best to play 
safe. Sweden, for example, recommends. 
letting pregnant workers transfer to oth- 
er jobs 


Birmingham, published in 1985, put the 
blame squarely on air conditioning: 28% 
of people had rhinitis in the air-condit 
ed building compared with 5% in t 
naturally ventilated one; 35% 
blocked nose and dry throat compared 
with 9%; 36% were lethargic compared 
with 13%; and 31% had headaches com- 
pared with 15%. 

A prime suspect in the B 




























pollutants can build ap À rs: 
American study found that organic ch 
icals are more than 100 times as com 
‘in indoor air as outdoors and that thi 
just as true in houses in Bayonne, Ne 
Jersey, home of. nine petrochem 
firms, asin the rural tranquillity of Devi 5 
Lake, North Dakota. ` 

-But the Pirogen study coul fi 

poll 







































































Better evidence is ọn the way. Inthe. - 
United. States, the National Institute. of 
Occupational. Safety and Health has- 
started a three-year. study comparing: 
2,000 VDT operators with a control group 
of 2,000 women who do not work at 
terminals. The Mount Sinai School of- 
Medicine- in New York is-planning an 
ambitious study of 10,000 office workers, 
Health authorities in most countries im- 
plore employers to use their-vpTs better. 
The safest technology will cause eye 
strain and back-ache if it is operated in 
dimly lit and uncomfortable. offices. . 
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SCIENCE AND TECHNOLOGY 


Easing the pain of animal tests 


Americans killed about 20m animals 
(including more than 12m rats and mice) 
in the cause of science in 1985. They 
killed four billion animals (including 
very few rats and mice) to fill their 
stomachs. But the use of animals for 
scientific research remains controversial. 
Most people want medicine to advance 
and new drugs to be safe. They also want 
to spare animals unnecessary pain. Is 
there a way to wriggle out of the 
dilemma? 

One popular answer is to ban cosmetic 
tests. But a mere 1% of laboratory 
animals are used this way: the rest are 
used in genuine scientific research, 
teaching and toxicity testing—work tol- 
erated by public opinion. Congress 
wants to be sure that these animals are 
used as little, and as humanely, as possi- 
ble. In 1985 alone, it enacted three laws 
saying so. (Columbia University in New 
York has just lost a slice of federal 
money for infringing the new rules.) 
Now its scientific think-tank, the Office 
of Technology Assessment, has re- 
viewed the alternatives to using animals. 

The report accepts that animal testing 
must continue—but argues that fewer 
animals would be needed if researchers 
changed their habits and adopted new 
technology. In particular, fewer crea- 
tures could be sacrificed in the LD. test, 
which measures the toxicity of sub- 
stances by finding the dose that kills half 
the test creatures. Control animals, used 
for comparison with subject animals, 
could be shared between scientists or 
experiments. And in experiments to ex- 


differences in air movement and humid- 
ity—there were no consistent differences 
between the buildings. 

That leaves two trendy explanations: 
humidifier fever and negative ions. In the 
1970s, a kind of allergic asthma common 
in certain buildings was traced to humidi- 
fiers circulating bacteria into the air—a 
problem easily solved by cleaning and 
disinfecting the humidifiers. This expla- 
nation for sick buildings was ruled out in 
both the Birmingham study and a less- 
detailed predecessor. Not only were asth- 
matic symptoms the only ones that were 
no worse in air-conditioned buildings, but 
the worst building had no humidifiers. 

Many people now swear by ionisers, 
devices which pump out negative ions to 
restore a supposed imbalance in charged 
particles in the air. Circumstantially, they 
have a lot going for them. At least one 
experiment has found that positive ions 
can cause lethargy and depression in 
humans. The damaging effect of positive 
ions is well established, though only at 
unrealistically high concentrations. So, 
too, is the psychological effect of warm 
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amine the short-term effects of a drug, 
the tested animal could be its own 
control. 

Another approach considered by the 
report is to replace lovable animals with 
loathsome ones in some experiments 
(though the ethics here can become 
complicated). Horse-shoe crabs respond 
to some contaminated drugs in the same 
way as rabbits. For some neurological 
experiments vertebrates could be re- 
placed by octopuses, who own brains of 
similar size and complexity. But unlov- 
able rodents already comprise 70% of 
laboratory animals. 

Bits of the body can, in some experi- 
ments, serve as well as the whole crea- 
ture. Human placentas can be used to 
screen for drugs that cross the placenta 
wall from mother to foetus. But the 
placenta must be transferred to a special 
bath within five minutes of leaving the 
uterus, and it stays useful for only three 
hours. Cultured cells can take the place 
of animals in testing some poisons. Some 
scientists have suggested—controversial- 
ly—that “spare” embryos, the by-prod- 
ucts of test-tube babies, might act as 
animal substitutes. 

Scientists have also discovered a sub- 
stitute for the infamous Draize test, in 
which rabbits’ eyes are dosed with cos- 
metics: a membrane which lines the 
fertilised chick egg and surrounds the 
embryo can be used instead. The mem- 
brane, which is a mesh of blood vessels 
and has no nervous tissue, is insensitive 
but complete. It is also easy to study, 
although the procedure entails destroy- 


winds that blow over large land masses— 
Swiss Föhns, North African Sciroccos— 
supposedly gaining positive ions and los- 
ing negative ones as they go. 

But scientific attempts to pin down the 
advantages of negative ions have failed. 
Dr Alan Hedge of Britain’s Aston Uni- 
versity carried out two series of experi- 
ments and could find no effect. He knows 
of no studies that unequivocally demon- 
Strate beneficial effects from negative 
ions at the concentrations ionisers pro- 
duce. If ionisers do have an effect it is 
probably through the removal of airborne 
dust. Besides, once more, the Birming- 
ham study found no difference in ion 
concentrations between the air condition- 
ed and naturally ventilated buildings. 

There are plenty of possible explana- 
tions left. Air gonditioners might spread 
allergenic dust; sealed buildings might be 
slightly pressurised; fluorescent lights 
might give out inappropriate frequencies. 

Since the medical approach has failed, 
an engineering one seems more suitable. 
This is the idea behind a study of 45 
buildings and more than 4,000. people 


ing the whole embryo in the end. 

In a few cases, the job of animals can 
be done by non-living systems. In dental 
research, a chemical system of protein 
crystals coupled with a solution of artifi- 
cial plaque saliva mimics the formation 
of dental caries. And computers can now 
simulate some bodily functions. 

Rising costs as well as legislation are 
curbing animal experiments, which are 
reckoned to have halved in America 
over the past ten years. Laboratory ani- 
mals are expensive—a monkey can cost 
$2,000 to buy and $10 a day to keep. 
Identifying a cancer-causing agent using 
animals costs about $1m, ten times as 
much as the bacteria-using Ames test 
(which nonetheless needs supporting an- 
imal tests). 








now being carried out in Britain by a team 
from Aston University and Solihull Hos- 
pital, together with the architects Rot 
Matthews Johnson-Marshall and the c 
sultants Building Use Studies. 

The buildings are being divided into 
categories according to their type of air 
conditioning: how and where they heat, 
cool, humidify and filter. Six “healthy” 
and six “sick” buildings will then be 
chosen for detailed measurements of air. 
The aim is to decide if some kind of air 
conditioning equipment is evil always, or 
only when it is not working properly. Ms 
Sheena Wilson, who is managing the 
project, suspects that the longer the air is 
contained and “baked”, the worse the 
problem. 

Compared with, say, coal miners, of- 
fice workers have a cushy lot. But the 
Birmingham study suggests that air condi- 
tioning approximately trebles the inci- 
dence of minor health problems, which 
must translate into an enormous bill to 
employers. Add the fact that ventilation 
systems cost 10-15% of the total building 
costs of an office block and it is hard to 
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€ conclusion that too little 
t, and too little research, is devot- 
ed to them. 

Things may be changing. The Stock- 
holm-based company Fläkt is an air- 
conditioning maker which is beginning to 
address the problem: its Optivent system 
solves the problem of varying the volume 
air coming from a ventilator without 
var ing the rate of flow. Studies of chil- 
ren’s homes in Sweden have implicated 
w air movement as one causé of build- 
g sickness: children, shorter “than 
lults, get sick more often. Perhaps pol- 
tants accumulate at lower levels when 

air does not move much. 
_ Flakt has also built a simulation room 
in which to try out different indoor cli- 
mates. It can even simulate the heat from 
` sunlight streaming through the window. 
“Vey would never buy a car without test- 
ing it, says Flakt’s Mr Hans Hedbom; 
z < likewise you should not buy an office 
= bl a without first testing the ‘climate 
-inside it. Fläkt is now studying how best 
“to ventilate the room, using first instru- 
ments and then human beings as the 
_ sensors. So far, the only conclusion is that 
the solution should differ according to the 

shape and use of a room. 


: Blood-pressure drug i 


~ From the bottom of 
the heart E: 


: Higtechiistodists are in a fix. They have 
learnt ‘how to churn out proteins from 
 baete a, but not yet how to invent new 
“proteins. So they have to. find natural 
human proteins worth mass producing as 
id they have not found many. 
<o years ago, therefore, the discovery 
t a natural protein that seemed to con- 
‘ol blood pressure set the ‘industry buzz- 
ing. ‘Optimism has grown as more is learnt 
of the protein’s habits. ' 

Called atriopeptin, itis a “horiiöné 
<.. produced not in a gland but in the heart 
itself. Scientists have known since the 
1950s that hearts contain tiny granules 
resembling those found in glands. But it 
Was only in 1984 that scientists discovered 
that the granules make: and store an 
inactive form of atriopeptin’s precursor 
-which is released into the blood; there, it 
breaks down into smaller but biologically 

active atriopeptin molecules. 

“Precursor atriopeptin consists of a 
chain of some 150 amino acids, which are 
clipped off in chunks to make atriopeptins 
themselves. Receptors that fit atriopeptin 

molecules have been spotted in all sorts of 

tissue, including the kidneys, adrenal 

“glands (on top of the kidneys), arteries 
and—puzzlingly—the brain... 
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High biood pressure 
can trigger atriopeptin 
release from granules 
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increases urine 
and salt output 


Atriopeptins seem to have three effects 
(see diagram above). In the test tube, 
they relax tensed-up muscles of artery 
walls. 


When injected into rats, they 
switch. off the production of aldosterone, 
ah mone peere Erie the adrenal 

















ta pe expels more 
which could be useful in 
o reduces the volume of 


effects therefore educe blood presu: 

In rats, at le riopeptin release 
from the granules is triggered by a rise in 
blood volume (and thus blood pressure), 
as well as by hormones which themselves. 
cause a tise in: blood pressure. So the 
hormone seems to. be part of-a neat 
feedback'cycle to control blood pressure. 

« Some of the effects have been replicat- 
ed in man: Dr Eric Espiner, Dr Gary 












‘Nicholls and others of the Princess Mar- 


garet Hospital in Christchurch, New Zea- 
land, have shown that atriopeptin (inject- 
ed or infused into the blood over one 
hour) increases urine and salt output, 
reduces aldosterone levels and lowers 
blood pressure in those with high blood 
pressure. 

‘Nobody yet knows precisely how the 
atriopeptins work. Researchers once 
thought that the peptides first alter the 
content of salt in the blood. This would fit 
in with theories linking too much salt with 
high blood pressure. However, atriopep- 
tins seem to be effective in all sorts of 
animals, not just those with a high-salt 
diet. 

Several drug companies are interested 
‘in atriopeptin. Being a protein, it must be 
injected into a patient (it would be killed 
by enzymes in the stomach if swallowed). 
A Palo Alto company called California 
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Biotechnology, which recently ma 
licensing agreement with American 
Home Products, is trying to dev 
device for sniffing atriopeptin. — 
Others are keeping quiet, but Monsa 
to's G. D. Searle, which has an agr 
ment with Washington Universit 
probably trying to make chemical cı 
of atriopeptin which can be swall 
America’s Merck and Japan’s Sar 
Mitsubishi are ‘other com 
might be working on this 
Searle, which plans to begi: 
this. year, reckons that atriope: 
be launched by 1989. 


Transistors | 


See my etchings _ 


Remember the flat-screen television? 
searchers have for years promised—anc 
failed to deliver—a television that. wil 
hangon the wall-like a painting. Latest t 
claim the technology that will make suc 
a device possible is a small American firm 
called Energy Conversion Devices. (ECD) 
Sceptics may yawn-—but ECD, based ir 
Troy, Michigan, may yet confound them. 

ECD says it has come up with a new sort 
of transistor, or electronic switch, wit 
properties unmatched by convent 
transistors. The new transistor, which th 
company calls a` DIFET, requires. littl 
power; can switch rapidly relatively lar 
currents; and can be made in large se 
conductor arrays. 

The DIFET owes some of its attractio 
to the fact that it is made of amorphous | 
silicon rather than the crystalline stuff of 
which most semiconductors are made 
The size of crystalline silicon chips i 
limited by the size to which a single 
crystal of silicon can be grown—abo 







= seven inches in diameter, There is no such 
~ limit on amorphous silicon chips. Instead 


of being etched into a silicon crystal, the 


circuitry of these chips is created on a 
backing sheet by a process like printing. 

Many devices cannot practically be 
made by wiring together individual chips; 
they require the huge number of circuits 
on a single sheet promised by amorphous 
silicon. For a flat-screen display, for ex- 
ample, ECD proposes a screen-sized 
amorphous silicon sheet that will put a 
transistor under each of the dots which 
makes up the picture. Although amor- 
phous silicon transistors have been made 
before, they have not yet been able to 
pass enough current through their switch- 
es to power such a display. 

The company claims to escape this 
limitation by clever design. The DIFET 
belongs to a class of semiconductors 
called field effect transistors (hence the 
last three initials of its name—the first 
two stand for “double injection”). 
Whether or not current flows through 
these semiconductors is controlled by the 
presence or absence of an electric charge 
on the device’s gate. This makes them less 
power hungry than “bipolar” devices, 
which are switched by an electric current. 
But it limits the speed at which they 
switch and the current that can flow 
through the device. 

The villain is the build-up of electric 
charge. In most field effect transistors, 
both the incoming and outgoing “wires” 
are joined to the semiconductor with the 
same kind of junction. Both junctions 
pump into the semiconductor either (neg- 
atively charged) electrons or their (posi- 
tively charged) opposite: “holes”. If the 
junctions push, say, electrons, charge 
builds up which partially neutralises the 
(positive) charge on the gate. 

The DIFET gets. round the problem by 
using one junction that pumps holes and 
one that pumps electrons. These two 
neutralise each other’s charge instead of 
that of the gate. The company says that 


= this allows the DIFET to handle currents 20 


times larger than conventional field effect 
transistors. 

ECD is already drawing up plans for a 
series of chips that will use the new 
transistors. They include a flat-screen 
display, a high-capacity memory chip and 
new sorts of microprocessor. Already 
experienced in producing amorphous sili- 
con solar cells, ECD reckons it will have no 
problem in churning out DIFETs. 

But businessmen will believe the claims 
when they see working DIFETs. One aca- 
demic threatens to paper his depart- 
ment’s hallways with the announcements 
of impressive sounding new semiconduc- 
tors that could not be produced economi- 
cally, or failed to work after leaving the 
laboratory. 
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The shuttle 
The cost to science 


WASHINGTON, DC 


President Reagan has given an indepen- 
dent commission four months to report 
on the accident that destroyed the Chal- 
lenger space shuttle. Engineers at the 
National Aeronautics and Space Admin- 
istration (NASA) are increasingly certain 
that one of Challenger’s solid rocket 
boosters was breached more than 14 
seconds before the explosion that de- 
stroyed the craft, burning a hole in the 
external fuel tank. Assuming they are 
right, and that the defect is quickly reme- 
died, shuttle flights are still unlikely to 
resume until the summer at the earliest. 
Meanwhile, as the shock of the accident’s 
human cost recedes, NASA is adding up 
the cost to science. 

Scientists were relying on the shuttle to 
make 1986 a spectacular year for space 
research. Challenger itself was carrying a 
satellite called Spartan that would have 





When will the telescope fly? 


examined Halley’s ultraviolet radiation as 
the comet made its closest approach to 
the sun—between January 20th and Feb- 
ruary 22nd. That opportunity is now lost 
for another 76 years. Also on board was a 
sophisticated communications satellite to 
help replace some of NASA's ground sta- 
tions—but NASA has a spare satellite and 
should be able to launch it as soon as 
shuttle flights resume. 

Not all missions can be postponed that 
simply. These are the scientific payloads 
that figured most among the remaining 13 
shuttle missions planned for 1986: 

@ In March, Columbia planned to launch 
Astro, an orbiting observatory fitted with 
two ultraviolet telescopes for viewing 
faint, distant objects at different wave- 
lengths. Astro is also equipped to conduct 
an ultraviolet photopolarimetry .experi- 
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ment to investigate the geometry of stars, 
and was to have observed Halley’s comet 
when Europe’s Giotto and Russia’s Vega 
spacecraft intercept it in March. 

@iIn May, Challenger would have 
launched Ulysses, a joint mission with the 
European Space Agency to investigate 
the poles of the sun. Almost all existing 
knowledge about space’s solar “wind” 
(ionised hydrogen and helium) is based 
on satellite observations in the “eclip- 
tic’—the plane in which the planets, by 
and large, orbit the sun and the moon 
orbits the earth. 

Ulysses was to have flown to Jupiter to 
use its immense gravity to catapult out of 
the ecliptic and look at the sun from its 
south pole. The planets must be properly 
aligned—so another chance must wait 
more than a year. 

@ Another launch planned for May was 
for Galileo, which was to spend two ye 
orbiting Jupiter—the loudest source 
radio noise (excluding the sun) in the 
solar system. Galileo might also have 
taken the first-ever close-up peep at an 
asteroid (Amphitre) on the journey out. 

Several months before reaching Jupi- 
ter, Galileo was to send a probe to 
Jupiter’s atmosphere, relaying data back 
to the parent spacecraft and thence to 
earth. Like Ulysses, Galileo had to fly in 
May. It will now have to wait at least until 
June 1987 until the planets are once again 
in the right alignment—and that assumes 
there will be an orbiter available. 

@ In August, NASA planned to launch the 
inaptly-named Earth Observation Mis- 
sion to examine changes in the amount of 
energy and the mixture of wavelengths 
produced by the sun—variations which 
may have important consequences for the 
earth’s atmosphere. 

@ In October, NASA was finally expected 
to launch the much-delayed Hubble sp 
telescope, designed to be placed in pua 
manent orbit by the shuttle. Once it is 
above the blurring and distorting effects 
of the earth's atmosphere, this telescope 
will be able to detect sources of light 50 
times fainter than can be seen by the best 
ground-based telescopes. A special space 
telescope institute with a full-time staff of 
350 has been established near to Goddard 
Space Flight Centre in Maryland. The 
instrument, probably the most important 
telescope ever built, can fly whenever 
shuttle flights resume. 

In addition to scientific missions, the 
shuttle fleet had a full complement of 
commercial and military flights booked 
for 1986. Under an agreement with NASA, 
the Defence Department can jump the 
queue for shuttle flights. If scientific mis- 
sions languish at the bottom of NASA’s 
priorities, the full cost of the Challenger 
tragedy may turn out to be even higher 
than space researchers now fear. 
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for high track density 
requires sophisticated computerised design 


this spindle bearing unit... 
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the burden on the people and systems 





Creating more reliable systems 


As air traffic grows, so does 


that direct it. 


essential in a crowded sky. To prevent 


Continuous surveillance is 


system shutdowns, Lockheed has 
devised an innovative combination 


of computer hardware and software. 
It's called a distributed network, and 


it enables fault-tolerant computers 


Lockheed 


Giving shape to imagination. 


for air traffic control. 


= 





and intelligent peripherals to keep separated without the distracting 


working in spite of component burden of compensating for failed 
malfunctions. computer capabilities. 

Each computer in the Lockheed systems specialists 
network contains its own internal also are working on programs that 
redundant hardware. Should a include radar, sensors, and image 
component malfunction, itcanbe processing. Whether it’s for air 
detected, isolated, and the circuit traffic control to safeguard the skies 
board replaced while the system or weapon control to support 
continues to operate. This unique America’s defense capabilities, 
fault-tolerant design helps air Lockheed technology continues to 


traffic controllers keep traffic safely advance the science of system design. 


lor the perfect bearing. 


and micro-precision scrutiny. 





No doubt the computer has made office life run 
more smoothly. But have you considered the levels of 
precision required to provide such efficiency? 

Take the actuator, which has a seemingly simple task 
in the magnetic disc drive. By accepting a signal it moves the 
head to the specified track and reports back when the head 
is ready to read or write. 

Fine adjustments, measured down to millionths 
of an inch, can literally make the difference between 
unreliability and excellence. The same accuracy is essential 
for the bearings. Consider the sophisticated Winchester disc 
drive — a model which both improved access time and, 
with a track density of over 1,000 tracks per inch, more 
than tripled the storage capacity. 

SKF’s brief was quite simply to create near- 
perfection — a spindle bearing unit rotating so accurately 
that no read/write errors would occur from unwanted disc 
movement. 

The success of the venture can be judged by a 
current aim — to double track density levels to 2,000 
tpi, for which bearings of even greater precision are needed. 
At SKF our search for perfection will go on for ever. 


Down to the micro-world of the bearing 


Our search for new answers takes us deep into the 
micro-universe of the bearing- where micro-changes of a 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80%. 

For this, high standards of metal-working precision 
are required — and ‘near-absolute’ accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life-and 
reliability- can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

Like an effective actuator, at SKF we're usually on 
the right track. 


SKE The exact bearing. 
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Srallntins 
TWELVE / 7 SARS OLD 


The Jewel of a Scotch 


Twelve long years are needed to perfect Ballantine's 
12 Years Old. During this time 45 selected malts blend 


and mellow slowly in oak casks, nearing perfection with 
every passing year. Only when it has reached full maturity 


does it merit the description, the jewel of a Scotch. 
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Sheikh Yamani follows the American way 





Oiling the wheels? 


THE AMERICAN HOUSE OF SAUD: 
The Secret Petrodollar Connection 
By Steven Emerson. 

ts. 422 pages. £12.95. 


The conspiracy theory of history always 
finds believers—blame the Jews, or the 
communists, or the blacks, and thus seek 
absolution. Mr Steven Emerson, a one- 
time assistant to the Senate Sub-commit- 
tee on Foreign Economic Policy, who 
now “specialises in investigative writing”, 
blames the Arabs, and more particularly 
the Saudi Arabs, for perverting the politi- 
cal process of the United States. With the 
lure of their billions (a favourite Emerson 
word), they have allegedly bought friends 
in America, changed American foreign 
policy and manipulated the American 
public. 

The charge is serious. The problem is 
the evidence. If payment is by results, 
then the Saudis have clearly spent badly: 
America’s political support for Israel is as 
strong as ever, as is its financial and 
military aid. 

What, then, is Mr Emerson’s com- 
plaint? It appears to be that the Saudis 
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cajoled their business associates, notably 
the four American parents of the Aramco 
oil company, into trying to influence 
American public opinion. How have they 
done this? By taking advertisements in 
newspapers and by lobbying politicians. 
Likewise, the Saudis (and other Arab oil 
producers) hired the best public-relations 
consultants they could find; helped to 
finance seminars in American universities 
on the Middle East; aimed dollops of aid 
at specific groups, like the blacks, who 
might become sympathetic to the Arab 
cause; gave money under-the-counter to 
selected American politicians; and played 
host to scores of visiting American busi- 
nessmen and politicians. 

Any habitué of Washington knows that 
such behaviour is the American way. 
When Mr Emerson distinguishes this 
from the practices of registered lobbyists, 
and argues for its end, he is being either 
naive or less than honest with his readers. 
Does he believe that only the Arabs bend 
the rules? He makes much of the fight 
(ultimately successful) to get the AWACs 
sale to Saudi Arabia approved—but hard- 
ly mentions the fight to get it rejected. 
Innuendo against state-department arab- 
ists and easy jibes (he describes the anti- 


black violence in Birmingham, Alabama, 
and then alleges an outbreak of anti- 
Semitism years later) are poor substitutes 
for sustained argument. 

The book is on surer ground when it 
deals with the Arab boycott of Israel and 
with the television programme “Death of 
a Princess”. Petrodollar lobbying stopped 
neither anti-boycott legislation nor the 
programme. What Mr Emerson neglects 
to say is that members of the ruling Saud 
family need America at least as much as 
America needs them, and the lobbying 
(to which the Arabs are comparative 
newcomers) is a small part of a relation- 
ship that has served both sides. 

Mr Emerson makes two grave mis- 
takes. One is to assume an American 
reliance on Saudi oil; hence his sub- 
committee’s efforts to force Aramco to 
reveal oil figures that the Saudis consid- 
ered state secrets. Events show America 
could happily forgo its Saudi oil imports, 
but Mr Emerson hardly mentions the 
change in circumstances. 

The second error is to imagine that the 
world revolves around America: Mr Em- 
erson’s investigative reporting embraces 
nearly as many references as a newspa- 
per’s library of cuttings—but he appears 
to have talked, or listened, to few Arabs 
and to have only the barest acquaintance 
with the Arab world (a trip to Cairo is 
referred to in the context of talks at the 
American embassy there). 

Mr Emerson starts with a good idea, 
but views it through blinkers. America’s 
relations with Saudi Arabia began in the 
1930s, long before Saudi kings and 
princes had the money to hire ex-Ameri- 
can ambassadors to guide them through 
the Washington maze and long before the 
establishment of Israel. Certainly the 
Saudis have used Aramco as a lobbyist— 
but just as America once used it as a 
proxy instrument of foreign policy (for 
example, tax concessions to Aramco ef- 
fectively channelled money. to the Saudis 
which did not have to appear on the aid 
budget). If Mr Emerson had set his 
thoughts into a wider context he would 
have written a better book. As it is, he is 
more likely to make the Arabs try still 
harder with the methods he decries. 


Mr Fix-It speaks out 


PAY OFF: Wheeling and Dealing 
in the Arab World 
By Said K. Aburish. 
André Deutsch. 150 pages. £8.95. 


“Peddling the intangibles of power and 
influence is one of the most demanding 
sales jobs ever known.” Hordes of politi- 
cal lobbyists and businessmen in Europe 
and America will agree with Mr Aburish, 
a Palestinian operating out of London as 
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Seven new publications from the OECD 
deal with issues linked to a single challenge 

- that of fluctuating exchange rates. 
+ EXCHANGE RATE MANAGEMENT AND 
THE CONDUCT OF MONETARY POLICY. 
Answers to key questions: 
How does monetary policy affect exchange 
rates - and exchange rate management 
affect monetary developments ? 
..copy(ies) ISBN 92-64-12606-6 £8.80 
F 88.00 US $18.00 DM39.00 
* PURCHASING POWER PARITIES AND 
REAL EXPENDITURES IN THE OECD. 
Exchange rate fluctuations distort conventi- 
onal economic comparisons; using pur- 
chasing power parities, this report presents 
estimates of real expenditures for 18 OECD 
countries. 

..copy(ies) ISBN 92-64-12764-X £6.00 
60.00 US $12.00 DM 26.00 

* BANKING AND MONETARY POLICY. 
The financial system influences monetary 
policy. This study explains how and why, and 
looks at the profound changes in banking 
practices. 
..copy(ies) ISBN 92-64-12693-7 £13.50 
F 135.00 US $ 27.00 DM60.00 
+ COSTS AND BENEFITS OF PROTEC- 
TION. Exchange rate shifts fuel protection- 
ist forces by altering countries’ relative com- 
petitiveness. But do trade barriers benefit 
anyone in the long run? 
..copy(ies) ISBN 92-64-12758-5 £12.00 
F120,00 US $24.00 DM 53.00 

+ FINANCIAL MARKET TRENDS, Nos. 31 
and 32. Timely, prescient reports on new 
developments and their implications for 
financial institutions and governments. 
.. copy(ies) No, 310)No. 320 £ 4.00 F 40,00 
US $8.00 DM 18.00 
... subscription(s) ISSN 0378-651X No. 33 to 
No.35:£13.00F 130,00 US $ 26.00 DM 58.00 
+ TRENDS IN BANKING IN OECD COUN- 
TRIES. Explores main policy issues facing 
authorities. 
..copylies) ISBN 92-64-12762-3 £6.00 
F60.00 US $12.00 DM 27.00 
Also new: The OECD OBSERVER No. 137. 
Authoritative articles on lessons learned 
from development aid, health spending, 
and local efforts to create jobs. 

..copy(ies) £0.90 F 9,00 US$2.00 DM 5.00 

subscription(s), sixissues :ISSN 0029-7054 

£4.80 F 48.00 US$11.00 DM 24.00 
Free: 


O OECD Catalogue of Publications. 
O OECD Information Brochure. 
Please clip or copy this coupon, attach your 
business card or letter head, and send to: 
UK Customers 

HMSO Books PC 16, Publications Centre, 51 
Nine Elms Lane, London SW8 5DR- 
Overseas Customers: 


OECD 


2, rue André Pascal 
75775 PARIS CEDEX 16 (FRANCE) 








Super-intermediary Khashoggi einen . 


an “intermediary” between the West and 
the Arab world. Mr Aburish is talking 
about something different from the win- 
ing-and-dining of his western counter- 
parts. He must do all that and more—an 
Arab intermediary must arrange the com- 
mission without which a contract in the 
Arab world will not be signed. 

The “commission”, of course, is a 
bribe; the “intermediary” is a Mr Fix-It. 
American companies get fined heavily if 
they are caught making bribes; British 
and French companies treat them as part 
of the normal course of business; and all 
of them despise the fixer, at least in part 
because they need him. 

The value of Mr Aburish’s entertaining 
book is to define the bribe and the 
intermediary within a cultural context: 
“The idea of giving and receiving is part 
and parcel of Arab history.” That, in 
turn, involves the intermediary. The nou- 
veaux riches of the Gulf need cultured 
and multilingual Palestinians, Lebanese, 
Syrians and sometimes Egyptians to in- 
terpret to them the confusing world of 
London or New York—and the parochial 
industrialists of the American Midwest 
need their help to survive the subtleties of 
Middle East business. 

In the end, that boils down to “how 
much?” and “who gets it?”’. Mr Aburish 
tells of both, and—like any good gossip— 
he names names; Osman Ahmad Osman 
benefits because his father-in-law was 
President Sadat; Prince Sultan, the Saudi 
defence minister, and Mr Rifaat Al- 
Assad, the brother of Syria’s president, 
are “institutional skimmers’—men who 
take a cut not for promoting a deal but for 
allowing it. On occasion, a skimmer can 
go too far: according to the author, Mr 
Garish Mabrouk lost favour when he 
tried to take a cut (of a staggering 
$360,000 a day) from an oil deal ar- 
ranged—with no commission involved— 
between Crown Prince (now King) Fahd 
and King Juan Carlos. 

The intermediaries are several rungs 
below on the ladder of power and profit: 
they wheel and deal with complete cyni- 





cism, aware that the risk of failure is high 
(other intermediaries with other patrons 
are striving, too) but the rewards of 
success are huge—a commission of 4% ~~ 
a $10m contract adds up to a pleasant 

by the sea. Mr Adnan Khashoggi, tne 
Saudi “super-intermediary”, has received 
enough commissions to become the own- 
er of yachts, villas and whole corpora- 
tions. In western eyes, this is wealth 
tainted by his role in the Lockheed bribes 
scandal—but to his mentors in the Saud 
family, he has proved his worth by accept- 
ing a blame which was also theirs. 

So why should Mr Aburish, the benefi- 
ciary of a system that depends on discre- 
tion, reveal its secrets? Because, he ar- 
gues, it has gone too far: “Wealth has 
corrupted an otherwise usable system.” 
He writes of the murder of an innocent 
Arab and the imprisonment of an equally 
innocent Briton in Baghdad, both at the 
instigation of an Iraqi “skimmer” related 
to the president. 

Mr Aburish pleads for the Arab world 
to develop a set of values (“an Islamic 
outlook blunted by western ideas 
able to accommodate the age of elect 
ic communications”) in which the inter- 
mediary system becomes again a means of 
distribution, not an excuse for excess. 


Persons and unpersons 


DOCTORS’ DILEMMAS: Medical 
Ethics and Contemporary Science 
By Melanie Phillips and John Dawson. 
Harvester Press. 220 pages. £20 
(paperback £7.95). 


THE VALUE OF LIFE: An Introduction 
to Medical Ethics 

By John Harris. 

Routledge & Kegan Paul. 274 pages. 
£15.95 (paperback £7.95). 


These two books emerged at an oppor- 
tune time. Public interest in medical eth- 
ics has never been greater, largely stimu- 
lated by the development of in vitro 
fertilisation (IVF), conception in a test 
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tube, which has brought with it the ability 
to carry out research on human embryos; 
by conflict over the methods of determin- 
ing death; and, most recently, by the case 
of Mrs Wendy Savage, which has raised 
wider issues than the immediate dispute 
over natural childbirth. 

“Doctors’ Dilemmas” takes a resolute- 
ly practical approach. It is a sober and 
well informed guide to the tricky areas of 
current medical practice. The authors, a 
journalist and a doctor, believe that the 
choices facing medical practitioners are 
best considered in the context in which 
doctors meet them, against a complex 
background of law, professional duty and 
popular sentiment. 

For example, consider the relationship 
between the British doctor and his em- 
ployer, the state. Melanie Phillips and 
” * 1 Dawson list more than 30 different 

and amendments under which a 
sritish doctor is required to disclose pa- 
tient records. What are the limits of the 
doctor’s role within the state? To take an 
extreme example, if doctors are present 
during instances of state torture, they risk 
legitimising it; if they refuse to attend, 
they may be guilty of neglect of injured 
prisoners. Can they break the Official 
Secrets Act to inform if they disapprove 
on ethical grounds? 

Then there is the relationship of truth- 
fulness between doctor and patient. Is the 
doctor ever justified in concealing infor- 
mation from patients when they ask for 
it? Should anybody participate in a drug 
trial in ignorance? And, of course, there 
is the question of research. How far can 
doctors pursue research in the face of 
public opposition? 

The authors deal with these questions 
case by case. They believe that experi- 

ts on embryos are wrong in principle, 

use the embryo is potential human 
life and because such experiments may 
lead to further assaults on the unborn 
child. They do, however, recognise that 
there are circumstances justifying abor- 
tion. Doctors should not participate in 
torture because torture is indefensible in 
a civilised state. And so on. Their views 
are always considered, reflecting practi- 
cality as they see it rather than philosoph- 
ical rigour. Indeed, the authors disparage 
those moral philosophers who regard 
medical ethics as an “adventure play- 
ground”; they would probably have little 
time for “The Value of Life”, John Har- 
ris’s theoretical contribution to the 
debate. 

Mr Harris thinks that reason can re- 
solve, or at least clarify, the dilemmas of 
medical ethics. For him, everything turns 
on the nature of “personhood”, for it is 
this which serves to justify the moral or 
ethical differences between the treatment 
of human beings and animals. ‘“Person- 
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hood” is not a biological category, equiv- 
alent to “membership of the human 
race”; rather, it is the possession of those 
qualities (language, self-awareness, etc) 
which make life valuable and give individ- 
uals the capacity to make that valuation. 
If these qualities are recognised in other 
beings (or even machines), then they 
should be regarded as “persons”, too. 
With personhood comes autonomy—the 
right of an individual to take decisions— 
and have others respect them. 

Mr Harris pursues the consequences of 
these views to the bitter end. Human 
embryos are merely potential persons 
(their potential may, or may not, be 
fulfilled) so their use in properly directed 
research is acceptable. As is abortion, 
provided that it is the free choice of the 
mother—or rather the bearer of the child, 
since the barriers to surrogate mother- 
hood are in fact merely legal and social, 
not moral. Since persons are free to value 
their lives at nothing, suicides should be 
abetted, and euthanasia performed. And, 
of course, once personhood is irretriev- 
ably lost, the body that possessed it 
becomes fair game for the transplant 
team, whether or not it is actually dead. 

On more specifically medical issues, his 
emphasis on the right of the person to life 
leads him to criticise those doctors who 
allocate scarce resources—kidney ma- 
chines, for example—on non-medical cri- 
teria such as age or the possession of 
dependants. What moral justification is 
there, he asks, for a third party (the 
doctor) to value the life of a 20-year-old 
family man above that of a 40-year-old 
bachelor, when each values his own life 
equally? Like Phillips and Dawson, he 
upholds the right of the patient to be told 








Evolution 
of Violence... 


Social Order and the 
General Theory of 
Strategy 
ALEXANDER ATKINSON 


‘Atkinson warns present day generals to cast out 
their ingrained classical assumptions and urges 
politicians not to be deluded by the cosy assumption 
that the nuclear deadlock has ended all strategy. 
Violence, arising from tensions in the social order, 
will always be present, and will always need 
handling’ - Economist 


‘Using propaganda, subversion, and ultimately, 
guerilla warfare one country superimposes its social 
order upon another's. Atkinson sees 20th century 
warfare moving from “decisive battles” to guerilla- 
ism and anarchy. Working from a mixture of 
primary and secondary sources, Atkinson develops 
this theory well .., ‘Atkinson's call for increased 
flexibility in strategic thinking makes this work 
noteworthy, — Military Affairs 


‘Mr Atkinson is to be congratulated ... He has 
covered a difficult topic well and shows us that it is 
absolutely imperative that we understand clearly 
the latest developments in politically motivated 
violence in the nuclear age’ - Asian Wall Street 
Journal 
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the truth, whether or not he asks for it. 
He respects the confidentiality of the 
relationship between doctor and patient, 
except when there is a mortal risk to an 
innocent third party, whose right to life 
supervenes. 

“The Value of Life” is a text-book of 
bio-ethics, containing a sustained argu- 
ment: Mr Harris thinks that if the argu- 
ment is accepted, the practice follows. 
But most doctors, even if they were 
convinced by him, would be put off by his 
apparent disregard for the complexities of 
real life. 


Art patronage 
Medici in miniature 


The fascination of a great collector lies 
not only in what he has but how he 
acquired it and why, and what influence 
this may have had on other collectors. In 
a recently published book (“Lord Arun- 
del and his Circle’, Yale University 
Press, £30), David Howarth examines, in 
this light, the collection of Thomas How- 
ard, second Earl of Arundel (1585-1646). 
It was published to mark the 400th anni- 
versary of his birth. 

To John Evelyn, the diarist, Lord 
Arundel was “the great Maecenas of all 
politer arts and the boundless amasser of 
antiquities”; today he is seen as one of the 
greatest English collectors. Arundel was 
continuing the tradition of Elizabethan 
patrons and collectors such as his great- 
grandfather, Henry Fitzalan, Earl of 





Arundel as Van Dyck saw him 
86 


Arundel, and his father-in-law, Lord 
Shrewsbury, but he was to bring to col- 
lecting a seriousness and a level of con- 
noisseurship hitherto unknown. Lord 
Shrewsbury not only encouraged Arun- 
del’s interest in the arts but, on his death 
in 1616, left the Countess and Lord Arun- 
del the money that enabled them to build 
up an astounding collection of paintings, 
drawings, antique sculpture, bronzes, 
miniatures, ivories, enamels and miscella- 
neous curiosities. Arundel’s taste was 
varied but he always sought quality. He 
owned works by Dürer, Cranach, Pieter 
and Jan Breughel, Holbein, Bassano, 
Correggio, Giorgione, Mantegna, Ra- 
phael, Tintoretto, Titian and Veronese. 

Mr Howarth gives an insight into the 
challenge of collecting in the seventeenth 
century by describing the difficulties that 
often beset Arundel and his agents. 
Arundel was helped by his social and 
political contacts, which enabled him to 
see great collections—for example, the 
King of Bohemia’s in Prague—and result- 
ed in him receiving gifts, such as two 
portraits by Diirer from the city gover- 
nors in Nuremberg. Arundel made inge- 
nious use of agents, especially the Rever- 
end William Petty, who was groémed in 
Arundel’s taste. Unlike some other col- 
lectors, he insisted that his agents sup- 
plied him with objects to his taste and not 
to their own. 

Arundel was a significant patron, 
though not in the same league as his 
continental contemporaries. He em- 
ployed Rubens, who painted several por- 
traits of him, Van Dyck and Mytens as 
well as Inigo Jones and Nicholas Stone. 
Mytens worked for Arundel early in his 
career and in 1618 painted portraits of 
Arundel and his wife that were intended 
to show their standing as collectors. Wen- 
ceslas Hollar presented himself to Arun- 
del in Cologne and Arundel brought him 
to England, where he lived until his death 
in 1677. As well as views of London and 
country houses, Hollar made sketches of 
everything in Arundel’s collection. 

David Howarth provides interesting in- 
formation about Inigo Jones, about 
whom little is known, and examines the 
mutually beneficial relationship which he 
and Arundel enjoyed when they travelled 
in Italy together. Jones was much influ- 
enced by items in Arundel’s collection, 
such as the masque drawings. 

Antique sculpture was one of Arun- 
del’s passions. Rubens, visiting England 
in 1619 as a diplomat, was impressed by 
the “infinity of antique statues, both 
Greek and Roman” in Arundel’s posses- 
sion. Sir Francis Bacon, on entering 
Arundel’s garden, was reported to have 
“made a stand and as astonish’d cryed 
out: The Resurrection” when he saw “a 
great number of ancient statues of naked 


men and women”. 

Arundel’s interest in ancient inscrip- 
tions epitomises his academic approach, 
which was something new in the field of 
collecting. The Greek inscriptions that 
Arundel’s agent, Petty, procured for him 
in Smyrna were the first to come to 
England. Howarth explains that archaeo- 
logical remains gained a new significance 
as symbols of a society whose values 
ought to be adopted. The interest shown 
by scholars like Sir Robert Cotton en- 
couraged Arundel’s enthusiasm for the 
subject. 

Arundel gathered round him a “com- 
munity of scholars” that included William 
Harvey, who discovered the circulation of 
the blood, and William Oughtred, a dis- 
tinguished mathematician. Although 
Arundel understood the delights of schol- 
arship, he did not make a direct con! 
tion to it; he was no scholar hir 
Arundel’s interests were wide, extending 
to educational projects such as the found- 
ing of Dulwich College and a somewhat 
unrealistic scheme for  colonising 
Madagascar. 

Perhaps the most fitting tribute to 
Arundel’s achievement is that in the sec- 
ond edition of his book, “The Compleat 
Gentleman” (1634), Henry Peacham in- 
troduced a new chapter entitled “Of 
Antiquities”. It proved that Arundel had 
succeeded in one of his aims: to be 
recognised, in the words of George Ver- 
tue, as “the greatest collector and lover of 
arts then living”. 


Films from Taiwan 


New wave brings 
new realism 


Thanks chiefly to its political isolation, 
Taiwan has not had an easy time showing 
the world what its artists can do. Its films 





film festival, the principal regional show- 





are still not shown at Hongkong’s show 


case of Asian cinema; but film festivals in 
London, Locarno and Nantes have been 
putting the balance right in Europe. At 
last year’s London festival, ‘Taipei Sto- 
ry”, by Edward Yang, was much admired 
by The Economist and all whose business 
is Asian cinema. This month, London’s 
National Film Theatre is showing 13 re- 
presentative works made in Taiwan over 
the past three years. It amounts to the 
first serious attempt to get the measure of 
this country’s increasingly sophisticated 
cinema. 

The best new Taiwan movies are being 
made by a collection of young directors 
reacting against what they see as a fossi- 
lised, over-commercial industry dominat- 
ed by out-of-date values. Like their 
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and Japan. Clearly presented analytical 
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Hongkong counterparts, many have lived 
or studied abroad before making their 
mark at home. But that is not the whole 
story: several, like Hou Hsiao-hsien or 
Ch’en K’un-hou, have worked their way 
up through the local industry during its 
blandest period in the 1970s. 

The formal turning point probably 
came as recently as 1982, with the release 
of the four-part portmanteau film, “In 
Our Time”, made by the government- 
sponsored Central Motion Picture Corpo- 
ration (CMPC). Using a mixture of over- 
seas- and native-trained talent, it broke 
new ground by portraying aspects of 
Taiwan society in the 1970s and early 
1980s in terms that were often overtly 
cynical. As a calling-card for four first- 
time directors, it announced the arrival of 
“personal” cinema in an industry hitherto 
dominated by formula product. 

In fact, changes had been in the air 
since the late 1970s but the results had 
failed to cohere into anything substantial 
enough to challenge the system. The first 
clear signs had come in late 1981, when 
the actress, Sylvia Chang, banded togeth- 
er a group of colleagues and produced 
“11 Women”, a television series of vari- 
ously “experimental” works shot on vid- 
eo. Some of those directors are now 
household names in Taiwan. 

By 1983, the breakthrough had been 
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“The Sandwich Man”: rally round whose flag, boys? 


consolidated, splitting the industry down 
the middle. The older generation, domi- 
nated by those who had been born in 
China and whose families had moved to 
Taiwan in the wake of the communist 
victory in 1949, complained that this was 
not “Chinese” cinema and was aimed 
only at foreign audiences. Younger crit- 
ics, weaned on a mixture of Asian and 
international cinema, begged to differ. 

When Edward Yang, recently returned 
from a long spell in America and one of 
the “In Our Time” and “11 Women” 
group, made his first feature in late 1983, 
the debate took on the proportions of 
open war. “That Day, on the Beach”, 
starring Sylvia Chang, was not only an 
unthinkable 2} hours long; it also used a 
complex time-structure and consciously 
“western” tempo to explore the shattered 
dreams and aspirations of a generation of 
modern Taiwan youth. The film won only 
a few polite nods at that year’s Golden 
Horse awards (the local Oscars) and 
Asia-Pacific Film Festival. 

Since then the debate has softened, 
although there is still a marked contrast 
between many of the films’ local box- 
office failure and their critical success on 
the international festival circuit. Winning 
a Golden Horse award or festival screen- 
ing abroad (both of which carry cash 
benefits) can sometimes mean commer; 
cial life or death to a producer. Despite 
changes in its upper hierarchy, CMPC is 
still encouraging new talent; but many are 
worried by the cold shoulder given by 
local audiences, who would rather flock 
to the latest American hit or lighter 
domestic entertainment. 

The new Taiwan cinema has none of 
the phoney internationalism that marred 
much of the work done by young Hong- 
kong directors a few years ago. This is 
due chiefly to the island’s own culture 
which, despite its prosperous modern 
face, is more isolated than Hongkong’s 
and still deeply imbued with traditional 
values. Without any memories of China, 


these young film makers (most of whom 
are in their 30s) are committed to show’ 
what life is like on the island today. 

This can take several forms. Films like 
the portmanteau “The Sandwich Man” or 
Tseng Chuang-hsiang’s “The Woman of 
Wrath” adapt contemporary literature to 
show the social tensions at work in the 
less publicised levels of society. The for- 
mer includes jibes at the American ser- 
vicemen stationed on the island during 
the 1960s; Tseng’s film looks at female 
emancipation and local superstition on 
the windswept P’enghu islands. 

Others create original material to show 
the massive changes in Taiwan society 
since the 1950s. Wan Jen’s “Ah Fei” 
takes an average family and follows it 
from the countryside to the big city over a 
period of more than 20 years, focusing on 
a daughter's estranged relationship with 
her father. The film has a superb sense of 
stillness and measured beauty, quite dif- 
ferent from the po-faced black comedy of 
Jim Tao’s “The Bike and I” (a pai 
autobiographical look at sex-shy yor 
and modern education) or Li Yu-ning’s 
“Old Mo’s Second Spring” (which tackles 
the vexed question of intermarriage be- 
tween army veterans and the island's 
aboriginal population). 

This “new wave” is still small, despite 
its wide range of interests. Directors and 
scriptwriters pop up as actors in each 
other’s films, and there is much intermin- 
gling on the production side. The script- 
writer, Hou Hsiao-hsien, and the camera- 
man, Ch’en K’un-hou, for instance, are 
also directors in their own right, and both 
work closely with the writer, Chu T’ien- 
wen, each giving their own distinctive feel 
to her short stories. Hou’s “The Boys 
from Fengkuei” and “A Summer at 
Grandpa’s” are considerably cooler films 
than Ch’en’s “Growing Up” and “My 
Favourite Season’, but all four were co- 
operative works, looking at aspects of 
Taiwan society as a broader metaphor for 
the island itself. 
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atudies, political economy-or development and social change. The 





. college seeks a colleague who enjoys working across disciplinary 


boundaries with other liberal arts faculty, The successful candidate 
is required to have the PhD) degree. Candidates with exceptionally 
` strong records: of teaching and scholarly meen are invited. to 
apply. 

Agnes Scott College is an 1 outstanding liberal arts college for women 
in metropolitan Atlanta. The college especially welcomes and 
encourages applications from minority and women candidates. 


Please: inchide a letter of ‘application, vita, and list of three 
current references. Applications and nominations should’ be 

“directed by February 27, 1986, to Ellen W, Hall, Dean of the 

«College, Agnes Scott College; Decatur, Georgia 30030. 


a live yf East Anglia i is ‘seeking a 
: -successor as Vice-Chancellor to Profes- 
sor M.W.. Thompson, who becomes 
Vice-Chancellor of the- University of 
< Birmingham in January 1987. 
Persons interested in being considered 
‘for this post, or wishing to suggest any 
names for. ones the are invited to 


S 

appointment, Colonel GS.H. Dicker 
CBE Pro-Chancellor, c/o the Registrar 
and Secretary, . University of East 
_ Anglia, Norwich NR47TJ, if possible by 

the end of February 1986. 
The Committee hopes to receive applica- 
tions from pe with a wide variety of 
backgrounds an xperience for this post 
-of chi and administrative 
1 ity. Further particulars 
post and the University. may be 
drom. the Registrar and 


EXECUTIVE DIRECTOR 


international. Cotton Advisory Commit: ` 
tee (ICAC) is recruiting successor to: 
present executive director who retires 


Dec.31, 1986. Position is at Secret 
Headquarters in Washington: DC. 


pointment to be made. in July a begin 


work in November.: 


Knowledge of agricultural commodities 


at international level, proven. ability in 
oral and.written:communication in Eng: 
lish, experience in managing pro- 


grammes, staff, and finances: Knowl: 
edge of other official. languages,” 
French, Spanish, Arabic and Russian is 


Graduates with a good Bu - 


proper training, io man- 
agement ang decision making 


LAHOR 


engineering ” busines: 


administration: 
‘preferably not more than 5 


‘Salary--$55, 000. per. year free of US 


federal income tax, contributory per 


gion and insurance. plans, and. libere 


GRADUATE _ 
“Aged. 25-30 with working 


: -knowledge:of French required 


“by. Brussels-based’ consul- 
tants. Economics degree ‘and 


. { EEC experience ‘desirable but 
| not essential. Salary according 


} to.age or experience. 


| 1 Write: The Director,. ‘Bureau 


| Européen de Recherches, 


J Rue Stévin 173, 1040 Brus- 
; eels. Tel: (322) 230 3449. 


OF BUSINESS ADMINISTRATION. 


LGSBA isa school of 


Lahore University of Managemen: 


Sciences. - a new private university with charter: granted by: tl 
“Government of Pakistan. = o +7 
The MBA programme will commence in Sep mb 


Applications are invited oe 
“for appointments at all levels: = 


E @ Professors © Associate Professors . Assistant Professors 


. Lecturers ogsa 


In areas of: 
©. Finance: . Marketing © Production Management ” 


e Organisation Design ® Ops 


“Applicants should ı possess releva 


tions Research © Statistics 
Econometrics. ` 


academic qualifications and 


a proven research and/or teaching record. 


Competitive salaries and fringe benefits “i 
Range: Rs. 8000 — Rs. 25000 p.i $ 


Working environment is highly professional 
consultancy and research. 


Private 


h opportunity for 


Please send your ‘applications and curriculum vitae. 
by 25th February 1986, to: E 

“The Director, Lahore Graduate School of Business 
Administration, 103-0- 2, Guiberg, i, Lahore 41, Paki y 





ish Telecom's Economics Advisory Division is a small, 
rofessional team which deals with a wide variety of 
conomic, financial and strategic issues of central 
_ importance tothe company. © o eo 
We have set up two new posts in the Business 


British 


Assistant — ts oe 
BusinessEconomist upto “14,50 
The major work area is company analysis. It involves the 


‘maintenance of an up-to-date company information 


system, production of regular bulletins and preparati F 
specific briefs analysing awide range of companies. Work is 
carried out for all divisions of BT and often to tight deadlines 
You may also be required to assist with a variety of other 
economic issues facing the company, Fuentes tle, ae 

The successful candidate is likely to have a degree in 
economics, account a related discipline and some © 
knowledge of the others. Good writt munication skills 
are essential, ee 


For further information please ring Terry Rhodes on 
01-356 5031. To apply, please send a full CV, stating the 
position in which you are interested, to Ann Hulbert, British 
Telecom Management Recruitment Unit, Room 26/48, . 
Euston Tower, 286 Euston Road, London NWI3DG. - 
British Telecom is an equal opportunities employer 


TELECOM 


VERBIER, LES: DIABLERETS, CHATEAU. D’OEX NEAR 
s from SFR 123,000. Mortgages up to 68% at 61% interest. 


GLOBE PLAN S.A, Av. Mon-Hepos 24... Tel. {21)22 38 12 
Visits welcorn CH-10008 Lasuanne - {29)-20 89.97 
Switzerland. Tix. 25185 melis ch. 


REVAC S.A. CH-1202QENEVA =- Telek 22030 





The closer you look at property 
the more you see RRQ 


SEQUINTIN- CHARTERED SURVEYORS. W EST EN DOPPFICE TELE PHONE: Og ao TEA i 





52,ruedeMontbrilant te 41-29/441840 





APPOINTMENTS _ 


TOPICAL 


TALKS 
WRITER 


E) Far Eastern Service | 


Central London 


CONSULTANT 


Salary C.£11,500 


London SW1 


-ECONOMETRIC FORECASTING ; ASSOCIATES 
Ebury Gate, 23 Lower Belgrave Street, 


London SWIW ONW 


_ circulation these talks are primarily for 
„languages covered by the Far Eastern Service and broadcast - 


To write current affairs talks and newsnotes akeni thë 
significance of day-to-day developments in the Far Eastand 
South-East Asia. Although they may well be given wider 

or translation into the 


to the countries of the region. Some broadcasting and 
interviewing in English may also be involved. 

You need to be expertin the affairs of Eastand South- 
East Asia with a general knowledge of international affairs 


and proven ability to write clearly, succinctly and quickly, 


Previous experience of writing and broadcasting on Asian affairs, 
recentextensive first-hand Rnowiedge of the region and 
knowledge of one or more of the area's languages is desirable. 

Salary £13,341-£17,006", plus allowance of £569 p. a. 
Relocation expenses considered. 

“Salary range from 1st March, 1986. 

‘Contactus meday for aoran form (quote ref. 
9165/EC and enclose s.a.e.) BBC lances, 


London WIA TAA. Tel. 01-9275799. 


one of the leading econometric forecasting and data 
services companies. 

Due to continued expansion of our client base, we 

seek a professional econometric consultant to join a 


and computing personnel. 


The post carries responsibility in three main areas: 
client support on econometric applications, software 
and data; consultancy projects; and product 
development, especially innovations irn micro and 
mainframe applications for our new econometric 
software, AREMOS. à 
You should have two years experience in a related 
field, a degree in economics or econometrics and 


preferably a second qualification in a relevant 
subject. Knowledge of FORTRAN/PASCAL would be: a 


ability to liaise comfortably with clients are essential. 


Please reply in writing, including your CV, to. 
lan Byrne, Manager, Econometric and Data Services, 


CISI-WHARTON Econometric Forecasting Associates, 
the UK subsidiary of CISI-WHARTON International, is 


young and vigorous team of client support, research © 


4 are pahid 
distinct aiaa Good presentational skills and the. 


iversity of London 


-London School of Economies and 
Political Science 


LECTURESHIP IN SOCIALPLANNING © 


| INDEVELOPING COUNTRIES 


| Applications are. invited for a lecture- 
1 4 ship in Social Planning in Developing 
“L-Geuntdes, in the School's Department 
{of Social Science and Administration. 
{The School would wish to appoint an 


applicant with first-hand experience of 


‘developing ‘countries. Preference will 


be given to candidates who, in addition 
j i social policy. and planning 
in developing countries, are able to 


teach in fhe leide of urbanisation and/ 


Salary. consideration will be given to 


| qualifications, age and experience. 


Application forms and further particu- 
lars. are available, on receipt. of a 
tar addı 


be expecte Up ar 
menton. 4 September 1 


F soon as oae porna thereafter: 


rticulars for the post. 
sess Onaran AS 
vi is 
Stirling FK9. 4LA. g 
| oath ext, 2314. Completed ap 
ations together with 
names of three refer hound 
Secre- 


pce sent to the Univers! ec 
Jay by 10 Merch 19%. 
rolerence (E): 


BUSINESS OPPORTUNITY _ 


The Parliamentary 
Liberal Party 


wishes to appoint an economic adviser to assist with the formulation of 


Liberal policy: The appointment will be suitable for an experienced 
-economist interested in. working in a chalk ing political environment. 
The appointment wili be for two years and will command a realistic 
Salary. 


The successful apolican wili be jecboriibie to the Liberal Treasury 
Spokesman, David Penhaligon,.MP, from whom further. particulars 
can be obtained. 


Please write, givin details of qualifications and ex lence, to 
David Penhaligon, MP, House of Commons, London SW1A 0AA. 


-| > The closing date r applications is Friday, 28 February 1986. 


Restricted in Belgie AUK 


july 14,1980 U 
June 30, 1985 U.S.$ 


Learn more about this interesting investment opportunity, ask today 
for a FREE brochure and please include der telephone number 
(minimum investment. tUs $ 10,000) 7 


geyi a Bon 
fect 
FUTURES LIMITED Ter: 02/640. 32 


Ahata with: the Dun Dunn & Haret 





APPOINTMENTS — i AS ee 
————_ ajina | & PERSONAL 


INSTITUTE OF DEVELOPMENT STUDIES 
UNIVERSITY OF SUSSEX 


; K i 
i ROLEXS ROLEXS ROLEXS wanted, 
` Also Cartier, Piaget, Vacheron, Patek 

Í : | Philippe, Audemars etc. Cash any tim 


Mr Sullivan on 01-286 7102. 
The ite’s present Director, Professor M. L Ọ, Faber, will complete his term of office 
March 1987. Applications are invited from persons of international standing in the field 
development studies to succeed Professor Faber from 1 April 1987. The Institute TRANSLATIONS. Professional . Ser- 


ie vices Provided in all EEC Language: 
wishing to Suggest the names of potential | | Carmona, 01-278 9521 Office, 


; 2135 Evenings. 
| institution. located at the University of Sussex. It ge 
nd commissioned studies. The Director should have a 
“field. eee studies, Hinde alah and : 
experience of developing countries and international bs -F 
ed that the appointment will initially be for a five-year | | Details WMA, 45 Lyndhurst Terr 
with the successful candidate. Suite- 547, Hang Kong. 


om thë Academic Secretary, Institute ot Development 
f Brighton, Sussex BN1 9RE (telephone number 0273 
6782 Alt enquiries will be trontogi in vstrict confidence. Applications should be sent to 
arrive by 14 March 1986. 


May. i a, a eoet : 


or-halfday seminars (8 
seminar: central London, 4 March. 


The Data Protection Consultants, 
~ 194 Lots Road, London SW10 ORJ 


in Eco nOlT ics | | 
oo The Coll provides wide afmagt t and development training for JT 3 j 
gTa pels inilen. l f 100% IBA | 
we | || Enterprise Zone 
Investments 


Fully Guaranteed 


-Phone John Piper on 
0273: 728311 


). 


KASBA LAKE LODGE 
NORTH WEST TERRITORIES; CANADA 
i Kasba Lake Lodge has full American plan 
As Senior "Lecturer $13,505: £18,360 or Lecturer £10,980- £13,800 eS es Boats, MaR, exper: 
her iñ London}. Level of appointment and starting salary according to Sto ae hier aer ei 
er from Saskatoon, Saskatchewan. We fea- 
“For further details andi an | application form (to be returned by 28 February 1986) ture lake trout, northern pike, Arenie gay- 
Write to Civil Service Commission, Alencon Link, Basingstoke, Hants RG21 1JB, or telephone eee A 
Basingstoke (0256) 468551 (answering service operates outside office hours). of vous tod: contact’ 
i G/6781. Kasha Lak 
Please quote ref: G76781 l eats ke Lodge 
The Civil Service is an equal opportunity employer Parksville, British Columbia 
Canada VOR 280 
RUY elephone: 604-248-3572 
CIVIL SERVICE COLLEGE al AESAAT 


national airlines—rates from $1300.: 





MONEY 


; Management, capital. raising and. in- 
_ vestments inthe US... Discreet and 
confidential, oy vat aie wh Subh 


HOTEL NUMBER EIGHT | 


a small juku hotell in ‘Landon’ 5 
est E 
be dre in ‘omen & service 
ngle bedroom £33 plus vat 
Double or Twin £40 plus vat 


* sumptuous buffet breakfast * colb |. - 
our tv, radio * direct dial telephone * 
hair dryers * tea‘coffee/chocolate in. 


bedroom * most rooms with privato 
facilities 


HOTEL NUMBER EIGHT, 
Emperors s Gate, 
Sout! Kensington, 

London SW7 Al 
Telephone. 01-370 7516 


RESEARCH ONE 13760 Noel Road, Dal- 
Jas, Texas, USA 75240, ©: 
Tek 214-233-1477 The 49-40718 


IMMIGRATION 
NATURALISATION 
Government. investment. programmes 
intended for applicants seeking legal 


| 2nd passport by citizenship or new 


homeland through residency status. 


4 Also distributors of special WMA report 


“How ta get a second passport’. 

_ POBox 158, London £18 2ND, UK 
, Tek (1 (i j 262 8825 

” Telex: 3953471 


AGENTS 
“REQUIRED — 


We would like to talk 


-TO YOU 


If you or your company a 
1. Financial Coi 
2. Investment Brokers 
We are looking worldwide 


FOR AGENTS TO 
„REPRESENT US. 


ish to talk seriously 
people who would ike to Ne involved 


company with management experience 
based in the Ciy of Landon and backed 
by two.centuries of trading 


H you wishito hoar farther or tis F 


| | CV's PROFESSIONALLY - 
Choice of style. VisarAccess 
- Tel: PMS on 02406 3367, . 


DO YOU NEED | 
‘LONDON OFFIC 


~ We have the expertise 
in 


* Letters of credit 

* Foreign exchange 

* Import & Expo i 
documents 

* Shipping, etc. 


MEGAN ACTAS YOUR 


terms ofan 
us please write to: 


UNIQUE OPPORTUNITY pg 


Established com seeks additional capital ‘to promote evolutionary The Economi 
technological breakthrough nut tree indus ” Over 300 % increased 26 St danen o Steet: 
London SW1A 1HG: 


agreement with 


‘London WIR 9PN 
Tel: 01-408 p152 


production. Projected. oe ach 62% annually for decades. Participa- ` The + 264490 CTF LDN 


tion in Management Company guaranteed. 
Write: Cipher marea Trigervice SA, 7,:chemin Maisonneuve, 1219 
P hale Geneva aera i 


manor woman chi Se n his ane 1 
ee 
Specialised corr lessons. followed 
training. You are Invito 10 wre forthe free booklet rom, : ram 
THE SMAC ayat the the School of Chi 
THE: TITUTE (Estehiiahad 919] 
The New Hali, Dept E1, Maide, SLE ALA, 
Tel: Maidenhead tonsa) 32440 (r100 24 houra) 


- Surrey County Council Superannuation 
Fund and a leading London investment 
- house, MIM have put together an 
attractive package for successful 
businesses which would like to become 
bigger or better. 


ps executive. Extena; rse 
xperience. nt. Spanish, 
French, italian, ; Portuguese, A i 
consul project work in | 
ey y America/Eui 





A pigs capital opportunity — Caribbean’ 
equity/loan finance available to fit your 
requirements. 


Now available—the most comprehen- 
Sive and up-to-date publication in Eng- 
i ES — H Mae ig and doing business in 
. f . : — pages, covering spe- 
For further information contact investment areas, doing po Be 
Donald Saunders Tats, ‘selection of important laws, and 
es saa , : more. The. “investors guide to: 
Guaranteed US resides h “disan invaluable: source 

| i i, branch offices, em ) busi singsemen BY 





ane Os SURREY | =egeeed |e 


Londen Fal COUNTY COUNCIL | 











. — kah — $ k fe a : y 
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ı DEMAND AND JOBS Japanese unemployment remained at 2.9% of the 

f brkforce in December. West Germany's unemployment rate held steady at 9.2% in 

anuary for the fifth successive month, but Britain's jobless rate rose to 13.2%. The 

}2-month in Canada’s industrial production slowed to 4.1% in November. 

he panis industry increased its output by 7.5% in the year to October. Japanese retail 
es jumped by 1% in October, to a level 4.7% higher than a year ago. 


oe 


GNP retail sales unemployment % rate 
Seona 1 year 3mthst 1year 3mtihst 1year latest year ago 
+19 K +48 
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PRICES AND WAGES The 12-month rise in Japanese consumer prices fell from 

3% in November to 1.8% in December. Australia’s inflation rate quickened to 8.2% 
jovember—its highest level since 1983, but the rise in Australian wholesale prices 
ed to 6.7% in the year to October. Workers in Belgium had an average pay rise of 
% in the year to September, keeping them just ahead of consumer prices. 


nge at annual rate 


























wages/earningst 
3 mthst 1 year 
ESEAS + 4.0 (8) 
+ 3.0 + 4.8 (9)° 
+ Baty +39 + 4.5(10)" 
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+ soz} +24 . sah 





+ 
+ 1.0(12) + 43 + 3.1(12) 


except Australia, weekly earnings; Japan, Spain and Switzerland, monthly earnings; 
earnings; UK. monthly earnings for all employees. 


FOCUS: EMPLOYMENT The five big- 
gest industrial economies should real- 
ly be called service economies: all of 
them are increasing their service-sec- 
tor jobs much faster than their jobs in 
industry. In the OECD as a whole, 
service employment went up by 23% 
in the decade after 1973; employment 
in mines and factories actually fell, by 
7%. Relative industrial decline is natu- 
ral enough in the rich countries; but it 
need not mean absolute decline. Be- 
tween 1973 and 1985, industrial em- 
ployment fell 19% in West Germany, 
21% in France, and 26% in Britain. 
But America and Japan not only 

| boosted their service jobs (by 35% 
and 27% respectively); they held on to 
their jobs in industry too. 





oEcDtotal 


Services 


1973 75 77 79 81 83 85° 
Source OECO 





1973 75 77 79 81 83 &5* 


ECONOMIC AND FINANCIAL INDICATORS 1 


O O ODIE Se SOY oe eee 
THE ECONOMIST COMMODITY PRICE 
INDEX Two years ago palm-oil prices 
were at record levels. Last week Malay- 
sian palm-oil prices touched an all-time 
low of M$580 a tonne—barely above 
production costs. Malaysia produced a 
record 1.46m tonnes of palm oil in the last 
quarter of 1985, 27% more than in the 
previous year. At the same time demand 
slumped, particularly from India, Malay- 
sia's largest customer. As a result, Ma- 
laysian stocks topped 800,000 tonnes at 
the start of 1986, 80% higher than a year 
earlier. Stocks in Rotterdam have dou- 
bled since November, to 68,000 tonnes. 


(Commodities brief is on page 66.) 
1980=100 % change on 
Jan28  Feb4 one one 
(provisional) _month _year_ 
Dollar index 
Allitems 80.0 75 -50 +03 
Food 934 899 -86 +48 
Industrial 
All 67.9 663 -16 -50 
Nta’ 732 723 +01 -27 
637 «617 -28 -66 
Sterling index 
All items 1318 1308 ~07 -191 
Food 154.0 151.7 -45 -154 
All 1120 1119 +28 -233 
Nta’ 120.6 122.0 +47 -25 


Metalst 105.1 104.0 +15 ~-246. 


All items 94.1 91.4 -54 -120 
Food 109.9 105.9 =90 -80 
Industrials 
All 79.9 78.2 -19 -166 
Nfa* 86.1 85,2 =O. —148 
Metals 75.0 -32 -180 
Gold 
$ per oz 352.00 338.63 +27 +120 
Crude oil (spot) North Sea Brent 
$per barrel 19.55 18.38 -29.4 -34.9 


"Non-food agriculturals. tTin price from Metal Bulletin. 





1973 75 77 79:81 83 85° 
sLatest month 


emne r average to all tables. All figures seasonally adjusted except where otherwise stated. “Not seas. adj. Spe ya ie mee 3 months 
average of previous 3 months, at annual rate. n.a. Not available. Small figures in brackets denote month of 
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ECONOMIC AND FINANCIAL INDICATORS 


FOCUS: BANK LENDING In the 
1980s, the syndicated-loan business | spurred by falling oil prices and lower interest rates. London also hit a rd 
has slumped as banks cut their lend- cheered by better-than-expected figures for money supply currency reserves. 
ing to the debt-hobbled developing | Stock price indices 

countries. Credit-worthy borrowers Feb 1985/86 























began to raise cash in other ways, 4 high low 
such as through Euronote facilities | zosia 10756 10756 n53 +19 +392 nl +481 F243 
and floating-rate notes. In 1985, | Begum 28548 29864 20907 +13 +329 -44 +33 +681 


banks announced syndicated loans | Ganada 2782.1 29006 2485 -20 #+68 <M +159 +60 
worth only $19 billion—the lowest fig- France 280.4 284.9 180.9 -= f1 +43.1 -16 +546 +1015 
ure since 1972. Borrowers in OECD W. 1991.0 2161.8 1111.8 - 03 +75.4 -79 +79.7 +1347 
countries accounted for half of this. Holland 258.7 267.0 185.6 +25 +30.7 -31 +42.1 + 655 
Access to the market by developing Hongkong 1728.8 1828.8 1220.7 = 15 +278 — 55 +440 + 443 





79138.1 139138.1 115452 ++ 91 +114 nil +198 + 49.1 

group, mostly from East Asia, with Singapore 6176 +0827 A +20 -251 -424 -O00  - 226 

South Korea by far the biggest bor- | Suh Africa 10921 11129 7674 +14 +1 -19 +30 4177 

rower. However, communist-bloc bor- | Spain mia 131 747+ 29. 4288-214. 4812 = SOS 
rowers have regained their credit- | Sweden 17553 19072 1S eos Fer -60 . IA "F 

worthiness: in 1985, they got $4 billion Switzerland 5841 6255 588.7 +16 +49 -66 +51.5 +929 

in syndicated credits—almost as | UK 1163.9 1163.9 911.0 +07 +185 nil +222 +452 

much as the total amount they raised USA 1593.2 1594.3 1185.0 +24 +24.0 - 01 +315 +315 

Sron = Sa SSS RS FS = SS a ee oe eee 

in the Tour years to 1984. MONEY AND INTEREST RATES The 12-month growth in Italy's narrow money 

Syndicated loans* to: supply held steady at 14.5% in September, but the growth of broad money slowed to 


13.4%. Canadian banks raised their prime lending rates for the third time in a montt 
Money supply interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
Commercialbanks —_ Bond yields Eurocurrency 


months . 
18.56 14.88 





Switzerland + 48 + 5.1 9 

+17.4 +13.6(12) 

+11.9 + 7.3(12) “50 5 9. 
Car bas aloo ti London SAI TOA Bb 724%. riley VOG 18.5%; clearing banks’ -any notea 86%: 
Eurodollar rates (Libor): 3 mths 8.0%, 6 mths 8.0%. 





TE a Gece wv Carane, Spain, Switzerland, USA, W. Japan M2 + CDs, UK EM3. Dofiniions of ; 
rates quoted available on Conu SCIRE E wre Bar of de Commerce 
anon, ncewnne Conte Cre Lyonnais, Svenska Handolebanen’ ANE Genk Grech SAG Boston, These 


rates are indicative only and cannot be construed as offers by these banks. 





TRADE, EXCHANGE RATES AND RESERVES The United States ended 1985 with a record $17.3 billion trade deficit in 
December. This took the 12-month deficit to $148.5 billion, up from $123 billion in 1984. Japan had a visible surplus of $56 billion 
last year and a current-account surplus of $49.5 billion. West Germany's current-account surplus jumped to $13.6 billion in 1985— 
more than double its level in 1984. The dollar’ s trade-weighted index bounced back 0.6% during the week. 
Trade balance** current- Trade-weightedt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
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~*Canada, Australia, Japan, France and UK imports O; exports fob. All others ci/lob Bank of England index 1975= 100 ttexciuding gold “October tt 1984, 
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~ YOU CAN WIN ONE OF 


000,000.0 


DEUTSCH-MARKS 


he North-West-German-State-Lottery HOW TO PARTICIPATE 
Is the only lottery that offers extreme 
ik high prizes compared to the limited ~ 3 K Apin 
_ issue of 500.000 tickets. The lottery runs over m a piei order 

a period of 6 months, one class per month - eas ticket togeth ét a an in i 
classes in all, A > oe ee 

and the official drawing schedule with rules 

Draws are held in public each friday and are | SUMMARY OF MAIN PRIZES and regulations. 5 eet 
i rvised by government officials. The re- as 3 l z 
¿care published monthly in an official 2 PRIZES OF 2.000.000 DM 






















































PLEASE INCLUDE PAYMENT WI 


























ee eed j mE AE Nj YOUR ORDER! You can also pay for your 
winning-list. ay 6 PRIZES OF 1.000.000 DM ticket after receipt of the invoice. Paymen 
Je ee a te set op i 180 prizes of 100.000 DM | can be made by personal check. travellers 

mf os ie) K ' se i e pe = or 18 prizes of 1.000.000 DM check, bank transfer (add remittance bank 
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drawn, receive the whole prize, half tickets = 33 prizes of 50.000 DM diately receive a winning notification, 


Aalf prize and quarter tickets accordingly. 

p The ticket-numbers are registered in your 
C. name before they are mailed, thus insuring 
00% security for you in case of loss. The 
jull-service fee is as little as DM 21.- (other 
otteries charge more than 60% of the billed 
amount). 
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order, because you receive the ticket automa: 
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THE LOTTERY CONSISTS OF 6 MONTHS. You can be sure you will receive fast, honest 


1, class: 14.658 prizes = 8.472.000 DM and confidential service. Now it is up to you, 
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“How do you get pr ivity moving?” 


“Talk to Gould” 


Keeping the Wheels of industry turnifig 


Gould Industrial Automation Systems have helped to 
turn existing labour-intensive manufacturing opera- 
tions into efficient, integrated production systems, 
that are flexible enough to adapt to shifting product 
cycles and smaller production runs. 


As well as being increasingly used in the automobile 
industry, these Gould Industrial Automation Systems 
are used in electronics, food processing utility, 
chemicals, and aerospace. 





Gould is also predominant in four other rapid! 
expanding markets. Information Systems, Instrumen 
Systems, Defence Systems and Electronic Com 
ponents, including semi-conductors. 


To find out more about Gould’s capabilities, write to: 


Gould Electronics Ltd., Gould House, Viables 
Industrial Estate, Basingstoke, Hampshire RG22 4L 
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/ Next generation? 


_ SIR—The point of your leader 
_ (“Still worth it”, February Ist), 
_ that the space shuttle programme 
= is worth pursuing while a space 
= station—at this point—is proba- 
= bly not, is well taken. But I think 
= we should start looking into a 
new shuttle. 
The present shuttle uses a sys- 
= tem based on the technology of 
_ ten and 15 years ago, when plan- 
= ning for the shuttle began. It 
= Stretches that technology to its 
limits. The shuttle has had to 
= respond to too many technologi- 
_ eal challenges with less-than-opti- 
_ mal solutions: heat-resistant tiles 
_ that come unstuck, solid-fuel and 
liquid-fuel systems firing off in 
close proximity to each other. 
__ One reason why the shuttle is so 
_ complex and unreliable is that its 
_ designers have had to take too 
‘many detours around problems 
_ for which they had no satisfactory 
_ technological answer. This re- 
quires myriad safeguards and 
_ backup systems, which multiply 
_ the number of things which can 
go wrong. 
= The present shuttle represents 
the first attempt at creating a 
_ reusable orbiter system. By now 
NASA scientists must have discov- 
~ ered a thousand things they 
would do differently if they 
_ could. Moreover, technology has 
made great strides forward since 
_ the shuttle’s basic design was fro- 
_ zen, in materials, in solid rocket 
fuels, in computer components 
__ and software. A new shuttle de- 
sign, based on new technologies 
__ and the lessons learned from the 
_ present system, could be much 
_ sounder and safer than what we 
now have. 
We should not build a space 
_ Station now. But neither should 














Printed in Singapore. Return 


information should be addressed to The Economist 





LETTERS 


we simply build a replacement 
Challenger. The goal for the 
1990s should be a safer, more 
reliable, more efficient, aye, and 
cheaper shuttle that will truly 
make the earth-to-orbit circuit 
routine, Nothing, in my opinion, 
would do as much to advance all 
our other pressing agendas in 
space. 
Cambridge, 
Massachusetts 


AIDS 


SIR—You seem to have been per- 
suaded (February Ist) that the 
danger of transmitting the AIDS 
virus via hypodermics in Central 
Africa lies only in the self-injec- 
tion of antibiotics by prostitutes 
and their clients. This hypothesis 
neatly places the blame for ac- 
quiring AIDS squarely upon the 
individual patient. 

In reality, the AIDS virus in 
poor countries, like other blood- 
borne viruses, can be transmitted 
with devastating efficiency on hy- 
podermics used in health ser- 
vices. The danger was clearly 
shown in the catastrophic out- 
break of Ebola fever at Yambuki, 
Zaire, which killed 280 people in 
six weeks (Bulletin of World 
Health Organisation 1978; 
56:271-293). The epidemic van- 
ished, as dramatically as it ap- 
peared, after 11 of the 17 hospital 
staff had died and all medical 
injections ceased, 

It was discovered that only five 
needles and five syringes had 
been used each day for all ward 
patients in the hospital, and all 
400 or so out-patients. A pan of 
water was used to rinse the hypo- 
dermics, and injection was the 
usual route for all medication. 


YITZHAK KLEIN 
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Hypodermics were only occa- 
sionally boiled at night. 

As it is now known that people 
infected with the AIDS virus per- 
sistently carry up to 25,000 infec- 
tious virus particles (virions) in 
each millilitre of their blood; that 
virions are still fully infectious 
after remaining seven days in 
water; that a few virions injected 
into chimpanzees always infects 
them and within two weeks their 
blood in turn is highly infectious; 
and that the silent incubation 
period for AIDS is often seven 
years, rather than the seven days 
of Ebola; the potential for spread 
via re-used, non-sterile, medical 
hypodermics is vast. 

The majority of the population 
of a poor country can be infected 
with the AIDS virus by its health 
care system within a few years, 
without even one case necessarily 
being transmitted sexually, or 
one patient guilty of moral 
turpitude. 


London 


The World Bank 


SIR—Your article (February 1st) 
presents a list of contenders for 
the position of president of the 
World Bank heavy with the 
names of bankers. Surely, anoth- 
er banker is the last thing that 
institution needs? 

The World Bank is more of a 
development institution that it is 
a bank. If it is to develop new 
initiatives and take a lead in com- 
ing to grips with the enormous 
problems of the third world, it 
will require leadership from 
someone of intellect and bold 
vision. These are not qualities 
likely to be found amongst com- 
mercial bankers. 

It is a great pity that the choice 
has to be confined to Americans. 
The same issue of The Economist 
reviews a book by a man who 
would meet the requirements 
handsomely. I refer to former 
Chancellor Helmut Schmidt of 
West Germany. 


JOHN SEALE 





Arlington, 
Virginia FRANK E. PEACOCK 
Great Danes 


SIR—There are good reasons for 
little Denmark to be reluctant to 
accept the EEC’s reform package 
(January 18th). 

Although the new EEC propos- 
als at first look harmless, they 
will in fact place Denmark in the 
role of a small minority and not 
of an independent nation. To 
limit Denmark’s possibilities for 
experimenting with new and 
more advanced social and envi- 
ronmental rules is very narrow- 
minded of the Community, If the 







new rules had been set to pro- 
mote the most advanced socio- 
political trends, Denmark would 
have no trouble accepting them. 
But Denmark, being socio-politi- 
cally the most advanced member 
of the EEC, had experienced lots 
of cases where measures which 
are socially and environmentally 
desirable and politically feasible 
in Denmark are made impossible 
by our membership of the EEC. 

If the other EEC countries 
looked at Denmark, not as a 
minority with extravagant de- 
sires, but as a melting pot for 
advanced socio-political prob- 
lems, and gave this small nation 
the space and means to develop 
ideas which will eventually be 
reality in the rest of the EEC, it 
would be to the benefit of every- 
body in the EEC. 


Bornholm, 


Denmark Soren H. Bass 


Le Monde 


SIR—Mr André Fontaine agrees 
(Letters, January 25th) that some 
of the stories I mentioned are 
indeed odd. The revelation that 
Israel's “thousands of kilometres 
of frontiers” had been “drawn by 
the grotesque pencil of Winston 
Churchill” appeared in Le 
Monde of July 24 19X6. The X is 
a freckle on my sunburnt cutting; 
Mr Fontaine will find the story in 
his microfilm file within a minute. 

Churchill featured more than 
once in Le Monde fiction. In 
1965, the paper celebrated VE 
Day by accusing him, in a front- 
page editorial, of having had Da- 
mascus bombed 20 years before 
“in order to chase out his French 
ally”. In the real world, it was the 
French army which bombardec 
Damascus; Churchill obtained ¢ 


ceasefire and a political settle- ` 


ment that enabled the French to 
retain their admirable cultural 
links with the Levant and with- 
draw from Syria with greater dig- 
nity than they were to enjoy 
when they left Indochina and 
Algeria. 

Mr Hubert Beuve-Méry, the 
founder of Le Monde, told me his 
aim had been to create a paper 
quite different from the prewar 
French press, which was a by- 
word for corruption and political 
manipulation. He and his editori- 
al successors have achieved this 
aim and their paper is now the 
most interesting in France. 

To the international reader, 
however, they have at times ap- 
peared a little too indulgent of 
political and cultural complexes 
and myths that may have served a 
unifying purpose after the Vichy 
period and the Indochinese and 
Algerian débacles but should 
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1 -The World Food Programme is a major United Nations agency 

channelling more than $1 billion worth of food aid per year to 80 

eveloping countries for development: projects and. to relieve 
ergency situations. 


A new senior position has been created to manage the programme’s 
resources, and to develop anid introduce improved project budget, 
financial planning and control systems. 
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at least 12 years of progressively responsible profes- 

ence in this field and an appropriate University 
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Economic 
Director 


NEDO 


The National Economic Development Office is 
an independent, publicly-financed organisation 
responsible to the tripartite National Economic 
Development Council. Its purpose is to promote 
improved performance in the economy of the UK, 
with special emphasis on industry. 


The Economic Director initiates and supervises’ 
the preparation of papers on economic topics for the 
Council and is also responsible for the output of 
economic and statistical advice, analysis and 
information which provides background to the 
industrial work of the Office. He or she plans and 
supervises the economic research programme and 
the preparation of related publications. The post 
carries management responsibility for a team of 
professional economists, statisticians and support 
staff. The Economic Director needs to maintain | 
liaison with senior economists working in fields of _ 
interest to the NEDC and also to represent the ` 
Office on more formal occasions. 





A key: requirement is acquaintance with the 
main topics of economic analysis and policy that are 
- concerned with the level of output and its growth, 
employment, prices, and trade performance. A 
particular interest in industrial economics would be 
helpful. He or she must be able both to comprehend 
and use.a wide range of economic argument and to 
express technical material in a form comprehensible 
to the layman. A proven record of achievement in 
the academic field is essential. Previous public sector 
or industrial experience would also be an advantage. 


Salary will depend on age, qualifications and 
experience but will be not less than the scale for a. 


civil service Under Secretary (currently £31,000 to 
£34,000 pa). 


| Applications including a full CV should be sent to: 


The Secretary to the Council 
National Economic Development Office 
Millbank Tower, Millbank, Lon London SW1P4QX ` 


Closing date for applications: 7 March 1986 





NEDO is an equal opportunities employer. 














iow. be left to demagogie politi 
ians; and they have seemed in- 
imidated by a sort of academic 
droit de cuissage which enables 
y-line-hungry mandarins of the 
tural establishment to foist on 
he paper ill-informed, opinion- 
ated pieces that the staff groan 
ver but hesitate to contradict. 
‘Le mythe académique protège”, 
ierre Viansson-Ponté, a distin- 
ished assistant editor, used to 
say. A lot-of the “Anglo-Saxon” 
ind “Franglais” nonsense is in 
is category. 

‘arragona, Spain 
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SIR-—-“Add a Pathan, and stir 
vigorously”, you say (January 
h). The Pakistan government 
ued a list of names primarily 
r offences like kidnapping, car 
‘obbery, heroin trafficking and a 
w of the top leaders who had 
ceived weapons from: Afghani- 
- None of them fall in the 
tegory of “dissident”. 

‘The government used the 
outs in the operation. These 



































d for maintaining the normal 
w and order in the tribal areas, 
uring the whole of the opera- 


ree Scouts injured. The action 
arted on December 2nd and 
ided on the 28th. As some of 
e old tribal hands will agree, 
ese casualty figures are very 
Ww. This was possible only be- 
use a great majority of the 
es supported. this house- 
cleaning. 

There is no basis for the report 
at Afghan guerrillas helped the 


Khyber have deep-rooted reli- 
$ feelings which underlie 


an freedom-fighters. .We sin- 
rely hope that the West realises 
seriousness of Moscow's in- 
sion into. Afghanistan. One 
ls that this awareness is now 
tited to words alone. 


SARDAR KHAN, 


he data and comment on 
cco in the third world, in 
to give up the weed” (Jan- 
8th), would be more con- 
cing if they had derived from 
ur own statistics and: findings 
h an-from World. Health 
tion material that makes 
pretence of objectivity 
The Economist Intelligence 
*s 1983 study “Tobacco and 
od crops production in the third 
d: competition’ or compli- 
niarity?” demonstrated that 


6. 



















the civil armed forces entrust-. 


ion one person was killed and ` 


stani forces. The tribes of.. 


eir relationship with the Af- 










place food production in poor 
countries and that its agro-eco- 
nomic and social influence was, 
on balance, benevolent rather 
than harmful to developing 
nations. 

It is simply untrue to say that 
Kenya has a state tobacco mo- 
nopoly, and fanciful to speak of 
Sierra Leone being “heavily de- 
pendent” on a crop whose annual 
production has in recent years 
never been more than enough to 
fill one train. These myths are all 
of a piece with the canard about a 
tree being: burned to cure the 
tobacco in every 300 third world 
cigarettes—which ignores about 
half the world’s tobacco being 
wholly air- or sun-cured. 


MICHAEL F. BARFORD 


London Tabacosmos Ltd 


Not Lenin 


SIR—It seems that Lenin never 
said “Debauch the currency and 
capitalism will collapse” (January 
4th). It was Keynes who started 
the fashion for attributing the 
remark to him (in “The Econom- 
ic Consequences of the Peace”, 
1919). Such an idea was probably 
opposed to Lenin's thinking. 

Experience, however, un- 
doubtedly, indicated otherwise. 
‘That great authority on Soviet 
‘Russia, the late E. H. Carr, not- 
ed that, when unable to stop 
inflation, the Soviets made a vir- 
tue out of necessity “and the view 
became popular. that the destruc- 
tion of currency had been a delib- 
erate. act of policy”. 


Canterbury, 


Kent L S. PRESSNELL 


Portugal 

SIR—In. “Portugal needs a lead- 
er” (January 18th) you rightly 
mention that Mr Zenha had the 
support of President Eanes and 
of his Democratic Renewal party 
(PRD), with the President himself 
taking part in the campaign. He 
also. had the full support of the 
Commuinist party in a very un- 






“usual form. There was a Commu- 


nist candidate who spent the 
whole time in meetings and on 
television advising “democrats” 
to vote Zéenha. He withdrew from 
the race three days before the 
election! 

Considering that in the first 
round of the elections Mr Zenha 
had 21% of the votes, that the 
Communist vote is about 16% 
and-that Mr Zenha still had with 
him some Socialist dissidents, 
you can really call the PRD a very 
fuzzy party indeed. Your conclu- 
sion is-absolutely right, Portugal 
needs not. only a leader but a 


tobacco did not significantly dis-" 





team and Freitas do Amar Cae 
vaco Silva would be the right one. 
Lisbon  CakLos Viana pe Lemos t 













Rugby and soccer 
SIR—The solution to rugby bore: © 
dom (January 25th) adopted by — 
an increasing number of people is 
to watch Rugby League. 

The value of a penalty goal is 
two points, a drop goal is, rightly, 
one. A differential penalty is 
awarded for more technical of- 
fences, penalty kicks are ade" 
vanced 10 yards when the refer- 
ee’s decision or parentage is 
questioned. And tries invariably 
decide the result of a game. 
Wilmslow, 
Cheshire 













he chose to. use it—which he 
didn’t—places.. for the help, 
homes for trainer, assistant train- 
er, even an ice plant. I believe it 
was sold long ago and turned into 
an automobile factory. When my 
father we “France the first 
time with uryea’s horses, he 
took. with him black people to 
take care of the hiorses.. They 
apparently.had an amazing facili- 
ty for learning. the. language. 
Most of them stayed in France 
and married. 


Kinery Point, 
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SIR—-No, raise the points from à 


penalty to 5 or 10. Result? No Main THomas E. Murei.. 
illegal killing of a ball, no inten- 

tional offside. Simultaneously ne 

bring in a rule that the attacking Car insurance 


team kicking for touch must 
make the ball bounce twice. Rug- 
by would be ‘transformed. over- 
night into the running game we 
all want to see, rather than the 
stop-start bore it has become. 


London Curis BRANDT 


SIR--As a cautious believer in the 
magic of the marketplace, I have 
‘found it sobering to try to get 
automobile insurance on moving 
to the United States from India. 
Several insurance companies told 
me I was -uninsurable. One 
quoted a premium of $678 for six 
. months; another quoted $335 and 
yet another $278. “The market 
knows. best” is something I've 
often read in The Economist. Can 
this -particular market claim to 
know anything at all when there 
is a widespread of 


SIR—One main factor behind the 
lack of dissent in rugby is the 
automatic 10-metre penalty for. 
dissent, or for failing to retreat 
the necessary. distance. before: a 
free kick is taken, In soccer, the is. such. a 
kick should be ‘moved forwards. quotations? 
(or sideways) ten metres towards ` Washington, 
the defending side's penalty spot. pg” sw 
If this took the location: of thë 
kick within the penalty area, a 

direct free kick would. automati- © 
cally become a penalty... : : 








DCE: — SWAMINATHAN S, AIYAR 






Twickenham, my r , 
Middlesex FRANK Kemp i i 
The latest EIU Special Report No:240". | 


SIR—There is a slight error in ee” 
your ‘enjoyable survey on horse- | Deal SS ia 
racing (December 21st). You say . THE NEXT FIVE YEARS 
The crisis in Haiti is a clear example of 


“after an anti-betting bill in New 
York. Durbar I's American |. the potential for social explosion in the 
owner sent him to a French train- | Caribbean area, President Reagan's 
er, and he won the 1914 English | Caribbean Basin Initiative was 
Derby at 20-1". The American: | conceived as.a means of forestalting an 
owner was H. B. Duryea; ‘The |. increase in socio-political tension 
mag tio coed i a 1 | ea 
Mr Duryea was an American, my | combine gt owth. This Raport studies 
father, Thomas.Murphy. | ‘the growth prospects of 16 selected 
My father had never been out | Caribbean countries in the light of this 
of the United States. when. he hake ey 


k Mr.D h initiative. = 

too r..duryea s- norses. toc yp. Furope £05. 

France. After the war he res Niles SMG jesage E 
turned and trained for AiK: | The Economist Publications Limited ae 
Macawber. Subsequently he | marketing Deparment (Ech) 
trained in France for Ralph Bea- | 4 0ue 
ver Strassburger. He returned to: | W 
America in 1927, and finished his. 























‘EXECUTIVE FOCUS 


International 
Consultant 


ng personnel in the following fields for projects 


. Land Use Planning 
B. Physical Planning 
C. Regional Planning ~ 
). Topography 
Cartography 
F. Tropical Tree Crops 
G. Urban Engineering 
H. Soil Science 


“Interested _ persons ‘are invited to, submit detailed 
urriculum vitae to PO Box 104, Castle Acre, Kings 


Overseas perience essential, preferably i in SE Asia 


THE FOOD AND AGRICULTURE ORGANI 
OF THE UNITED NATIONS, Rome-taly 


“STATISTICIAN 


| The Statistics. Division seeks a statistician to work on economic 
accounts and resource flows in agriculture. 


Essential Qualifications: University ‘Degree in Statistics or 
conomics with post graduate: studies in statistics; seven years 
perience in national or international organisations in the field of 
tistics relating to economic accounts including agricultural 

. Good knowledge of English, French or Spanish. 


vit would be desirable tor the candidate to have a PhD in: 


tatistics or economics, experience in data collection and analysis 
n developing countries, rponn in computer data processing 
and knowledge of other languages of the Organisation. 


Benefits: initial contract of three years with future career 
-| possibilities. Relocation grant, tax free salary, cost of living 

< adjustment, education grant and other benefits of international 
- Civil Service. Net Salary US$33,797 to US$44,199. 


Please send detailed curriculum vitae not later than 20 March 
1986 quoting VA No 129-ESS to: 


Central Recruitment 
FAO 
Via delle Terme di Caracalla 
Rome 00100 


ASW 


Commonwealth Secretaria 


iw (Commonwealth Fund for Technical Co-operation) : 
The Fund seeks candidates for the post of: 


HEAD OF THE NEW NATIONAL CENTRE © 

FOR AGRICULTURAL MECHANISATION | 

AT ILORIN, NIGERIA, FOR A PERIOD OF 
TWO YEARS 


The Head will be responsible for the Centre whose objectives ate, 
inter alia, to test and certify tractors and agricultural machinery; 
standardise machinery. an ment; engage in and encourag 
adaptive and innovative re: in new machinery and farming. 
techniques an and production of prototypes; provide training. The 
‘Head will be required to set up the various functional dep: 
ments; work out training programmes; recommend and ins 
equipment that will make the entre functional; make recommen- 
dations on staff requirements. 

A degree in Agricultural. or Mechanical Engineering lus. a 
minimum of 15 years post-qualification experience. Candidates 
should have worked extensively in an Agricultural Engineering 
Development and Testing Institute or Centre with considerable 
experience in the field of equipment design, fabrication and 
testing. 

Generous emoluments package, tax free in Nigeria, plus housing 
and children’s education allowances, installation grant, full details 
and application form from: 


Marlborough Howse, 
— } 09 it, st 


| POSTDOCTORAL FELLOW/RESEARCH 
FELLOW 
SENIOR RESEARCH FELLOW 


Cepartmert aro ee invited: for appointment. to me of PDFRFISAF in the 
ot Economic History, HSSS, ANU. is concerned primarily 
pnd quarta seana mic ist and s dood to oe ives main 
Britain, Japan, Canada and New Zealand. ray 
icants should be experienced in research and supp! copies of research output. 
dolled cv is required. Applicants should ole the names of three referees: 


lia yours will be for up to three years in be frat instance, renewable to a maximum 


Further information from Professor N: G. Butlin , Department. of Economic 
a (REGS, ANU, GPO Box d, Canteers, ‘ACT 2601, Australia (tel: (062) 492148 
Closing date: ater 1 Apri 1908. ` vienna 


CONDITIONS OF nis Salary will be in acorns wih 
hein Research Fellow $A38,042 


appointees w equi for Al 
niversities: Maternity leave is eo Thel reserves the right not to- mal 
an ape or tke an pot yao at any ie. 

the advertisement 


“Appl should quote reference when 
ivan sand when ‘Ang, GP g lications, which should be 
FLY. Dubs, 


pd to Or 
Pen rer anu ar x 4, Canberra, ACT 2601, Australia, Further 
, Association of Common- 


echt Universities (Appts), 36 Gordon Square, London WCTHOPF, 


THE UNIVERSITY ISAN EQUAL OPPORTUNITY. EMPLOYER. 















ABU DHABI NATIONAL OIL COMPANY 


ADNOC is one of the major oil companies in the Middle East controlling the exploration, production and 
_ processing of oil, gas and associated products in Abu Dhabi. oe 


| We are also providing consultancy services in data processing to our group of companies, with a wide 
communications network and different mainframe technologies such as ICL, IBMand HP. 


_ The company wishes to appoint the following experienced professionals into its data processing services 
= directorate: .. , = : ye 7 


1. SENIOR CONSULTANT SPECIALIST 


A Consultant with multi-discipline experience in the technical and business domains to work closely with the 
hydrocarbon processing sector in the following application areas: 

_ ~-Process simulation- ! 
_ = Fluid Flow simulation 

Mass Balance 

~-LP Modelling 

—~Plant Maintenance ~ 

Materials Control 


















‘Ciwo positions) 


_ Asystems analyst with at least eight years experience in systems analysis, with a minimum of four years as a 





_ Senior systems analyst in a corporate environment or as a consultant recommending DP soluti user" 
problems. hanh : s ee ee 









_ The candidate should be a university graduate in computer science or d related discipline, witt 

record in carrying out feasibility studies, system requirement specifications and software p 
ment for a broad spectrum of business and technical applications. Significant experien 
based systems as well as good exposure to current state of the art software and hardw 
be a particular advantage. j ene 













“We offer competitive tax-free salaries plus a full range of expatriate benefits 
_ and utilities, subsidised school fees, airfares and generous paid annual leave. 





Very good knowledge of English is essential for all these positions. Knowledge 
_ Interested candidates are invited to forward their detailed applications, togeth 


-education and experience certificates, within three weeks from the date hereo 


The Human Resources Division Manager 
i Personnel Directorate EEE 
` “Abu Dhabi National Oil Company (ADNOC) — ee 
l | PO Box 898 See 
.. Abu Dhabi 
. UAE 









City Living in Country Style 
A sound economy, dynamite investment opportunities, low 

taxes and land costs ... plus, the mountains, clean air, plenty 
of space, friendly people... Lethbridge, Alberta's third largest 


city, has everything you want for the kind of life you and your 
business deserve. 


"m ee a 
















Bill Moore 
Economic’Development Department 
City Hall 
Lethbridge, Alberta 
T1J OP6 
Telephone: (403) 320-3909 
— nes 


GROSVENOR HOUSE 
APARTMENTS 





LONDON'S : MOST - EXCLUSIVE - APARTMENTS 
FOR: A: SHORT - STAY - OR - A - LIFETIME 





Beyond the elegant Lutyens facade of Grosvenor party is taken care of, quietly and unobtrusively. 
House, lie the most exclusive private apartments in And if you tire of the impeccable round-the-clock 
London. A number of these are now available for room service, there are three fine restaurants to 
short-term occupancy. Serviced by a hand-picked choose from, all within Grosvenor House. 
permanent staff of 150 people, from valets to You'll also have access to the private pool and 
antique restorers, they are offered with a standard Nautilus-equipped gymnasium. And one thing more. 
of personal service rarely found in the world today. The world’s most exclusive address — 
Every detail from hand-ironed shirts to your favourite Park Lane, London. 


mineral water to a specially prepared private supper CY j For more information call us on 0 1-499 6363 


GROSVENOR HOUSE 


PARK LANE-LONDON 


A Trusthouse Forte Exclusive Hotel t 


° { 
iiia An uncommon sense of occasion 3 


par 
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minary results to 31 December 1985 (Unaudited) 
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25 April 1986. 


_ Reuters unaudited pre-tax profit rose by 
26% to £93.6 million (US$135.7 million) in the 
ear ended 31 December 1985, from £74.2 million 
(US$107.6 million) in 1984. Profit after tax rose 
y 30% to £54.9 million (US$79.6 million) 
from £42.4 million (US$61.4 million) in 1984. 
Revenue increased by 31% to £434.1 mil- 
lion (US$629.5 million) in 1985 from £330.3 
‘million (US$478.9 million) in 1984. 
__._ The Board has recommended a final divi- 
dend of 2.0 pence per share (17.4 cents per ADS), 
making a total for the full year of 3.25 pence 
per share (28.3 cents per ADS) compared with 
2.5 pence per share (21.8 cents per ADS) in 1984, 
an increase of 30%. The final dividend will be 
paid on 2 May 1986 to shareholders on the 
register on 28 March 1986. 
: The pre-tax profit included a contribution of 
£4.1 million (US$6.0 million) from Rich Inc., 
e Chicago-based supplier of dealing room 
systems which became a wholly-owned subsidiary 
-Of Reuters in April 1985. In 1984, Rich Inc. 
-broke even. 
Glen Renfrew, Managing Director and Chief 


Yearto . ai 
31 December 1985 31 December 1984.. Difference 

Em o asm £m $m % 
Revenue 434.1 629.5 330.3 4789 +31 
Pre-Tax Profit 93.6 135.7 74.2 107.6 +26 
Taxation | 38.7 56.1 318 462 +21 
Profit Attributable to 
Ordinary Shareholders 54.3 78.8 428 62.0 +27. 
Dividend _ j 13.4 194 99 143 +36 
Earnings per Share 13.2p — 10.5p z= +26 


Note: The above unaudited financial information has been prepared ir accordance with UK GAAP.” 
For convenience the US dollar equivalents for both years have been converted at the noon buying rate. 
at 31 December 1985 which was US$1.45 to £1. Audited consolidated financial statements of Reuters 
for the year ended 31 December 1985 will be delivered to the Registrar of Companies following the AGM on. 























Executive, reports: “Profits before tax grew more 
slowly than revenue partly because of exceptional 
items, including the impact of losses on news 
pictures and various costs arising from Reuters 
new status and obligations as a public com- 
pany. These items, which in 1985 amounted to 
approximately £5 million (US$7 million), are 
not expected to have a significant effect on profit 
growth in 1986. 

“Money markets continued to provide most 
of our growth in 1985. Sales of Rich Inc. systems 
to the money sector were excellent in North 
America and Europe and the first installations 
were completed in Asia. 

“New business in recent months has been 
running at record levels and augurs well for con- 
tinued growth in 1986.” 


O000 66606 o © 600600000 0000 00o 
e ee ® id e 


9800 66066 è e o 0000 e600 ooo 
Reuters Holdings PLC . 


85 Fleet Street, London EC4P 4AJ. Tel: 01-250 1122 
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Now, go 


The longer President Marcos clings to power, the 
likelier he is to bring on the deluge. In the Philippines 
that means not only violent unrest, continued economic 
lecline and renewed repression. At the end of the day it 
~could lead to the storming of Malacanang presidential 
palace, the closing of America’s two biggest bases in 
Asia and a communist takeover of this archipelagic 
aircraft carrier. Any course of action towards the 
Philippines in the coming year will be riddled with risk. 
Mrs Cory Aquino is naive and vulnerable to manipula- 
tion. But a policy of sticking with a discredited and 
ailing Marcos is the bigger risk. This is why it is 
imperative for Filipinos and their American allies to 
devise ways of levering him out of his stolen presidency. 
That last week’s election was stolen seems beyond 
doubt. Too many poll-watchers, nuns, computer opera- 
tors, foreign politicians and journalists saw too many 
dirty tricks at every stage of the election for any 
Marcos-massaged tally to be credible. The presump- 
tion, based on the alternative count by the independent 
monitoring group, Namfrel, must be that the intention 
of the Filipino voters was to replace Mr Marcos with 
Mrs Aquino. The apparent closeness of the result, even 
-*n the Marcos version available at midweek, supports 
he suspicion that Mrs Aquino was robbed. Mr Marcos 
7 is clearly determined to reject that verdict; and the 
National Assembly and the election tribunal which will 
rule on the result are both stacked in his favour. How 
then to let the will of the Filipino people be done? 


Beware the ghost of Bhutto 

Recent history is replete with alarming examples of 
dictators who refuse to recognise when their time has 
run out. The nearest parallel to Mr Marcos is the late 
President Bhutto of Pakistan, who fiddled an election, 
faced out four months of protests in the streets, but was 
then turned on by his loyal chief of staff, who eventually 
hanged him in the night. Nearly nine years later 
Pakistan is still ruled by a general. The spiriting away of 
Jean-Claude and Michéle Duvalier from Doc-weary 
Haiti last week is the neatest sort of solution: timely, 
benign intervention, with the Americans providing the 
transport and France the temporary refuge. Even the 
Marcoses’ most strident critics in the United States have 
been urging that they be assured a safe haven, in 
America if need be. The problem will be to convince a 
TH FEBRUARY 15 1986 
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couple wedded to power that the alternative to bailing 
out in a golden parachute is to risk losing everything. 
The one person who might be able to convey this 
message—though not yet—is President Reagan. Not 
yet, because, unless Mr Reagan’s first comments were 
uncharacteristically cunning, he is still deluding himself 
with Panglossian notions of business-soon-to-be-as- 
usual in the Philippines. It would be wishful for him to 
think that a Marcos at bay could now be induced to 
undertake the radical reforms—in the army, in the 
economy and in his own corrupt style of rule—that he 
has promised and shelved for so long. But even when 
Mr Reagan comes to realise that Mr Marcos must go, he - 
will have little more than moral suasion—and the 
spectre of Bhutto—to use on his old friend. 4 
Any threat to withhold aid would be empty: because 
$200m a year is small change to a man whose personal 
fortune is reckoned in billions, and because when a 
tuler’s personal survival is at stake such carrots and 
sticks become irrelevant. Although the Americans have 
plenty of gunboats at their Subic Bay base near Manila, 
that kind of diplomacy has no place in resolving the 
Philippine dilemma either, not least because a 
Aquino installed by the Americans would lose the 
legitimacy the voters had given her. 4 
Just as essential as keeping up the pressure on Mr 
Marcos in the troubled times ahead will be for the 
Americans to retain the trust of his democratic opposi: 
tion. The danger is that angry and frustrated Aquino 
supporters will not only resort to violence but will 
embrace the communists in an anti-Marcos crusade that 
turns anti-American (and specifically anti-bases) as 
well. America has two potential allies in countering this 
trend: the Catholic church and the army. The church 
could be a restraining influence on the Aquino forces, 
provided it can offer more than a prayer that the 
election will eventually be implemented. But the army 
looks like being the key to any transfer of power. 
Many of the country’s professional officers have 
already made known their distaste for the politicisation 
of the Philippines’ ragtag forces by Marcos loyalists 
headed by General Ver. If these would-be reformers 
were quietly assured of both diplomatic support and a 
big infusion of military resources to help them get on 
with their proper job of fighting the communists, they 
might be emboldened to refuse to enforce a new Marcos 


í (S 
5 eM 


A 
a^ 













































clampdown; and they might well carry their troops with 
them. The defection of the army would spell the end of 
the Marcos era. But then would come the challenge: 
restricting the army to holding the ring while expediting 
the installation of an elected civilian government. 

_ The way from here to there is bound to be messy and 
possibly bloody. It may take weeks or months: though, 


The not-quite Tsar 


De 
The Mikhail Gorbachev who addresses the Communist 
: congress in Moscow on February 25th will look, 
ip to a point, every bit the leader the Russians have 
never had since Lenin. Intelligent, modern-minded, 
exuding drive and confidence: Mr Gorbachev has most 
the elements of Tsar-quality. He also has an aim to 
‘match those talents. He wants to make the Soviet 
Union the sort of place that its people can take pride in, 
and that the world will treat with the respect due to a 
true superpower. Yet for all the promise of decisiveness 
in his first 12 months of power, Mr Gorbachev has still 
not produced the necessary decisions. 

He has certainly brought a sense of change, after the 
tired years when Brezhnev stopped all clocks. Most of 
the elderly hangers-on in the Politburo have gone, their 
seats taken by younger, more energetic men. Mopping 
up corruption, scooping drunks off the streets and 
giving the workers a bit of discipline have all helped to 
Spruce up the place. Mr Gorbachev has been clear-eyed 
enough to spot that there is something badly wrong with 
the Soviet economy. 

But not clear-minded enough to deal with its cause. 
The need for radical change in Russia’s economic 
‘system has become even more pressing now that the 
drop in the price of oil has cut by a third the amount of 
hard currency it can earn in order to buy from the 
capitalist world the technology and food it cannot 
produce itself. Mr Gorbachev's promise to cut down 
ministerial finger-poking and give managers more free- 
dom to manage sounded like a first step in the right 
direction. But so far he has brought himself only to 
reshuffle Russia’s bureaucrats, not hack away their 
restrictive power. Some middle-grade bureaucrats will 
their jobs. Some overlapping ministries are to 
cluster together in new super-groups. But experience— 
including Russia’s own—shows that bureaucracy is not 
ed by adding an extra tier of bureaucrats. 

or is Mr Gorbachev helping factory managers to 
make the best use of their supposed new freedom to 
manage. “Market principles’—the more flexible rules 
for running the economy which have pushed up growth 
rates in Deng Xiaoping’s still-socialist China—have 
been ruled out for Russia by its chief ideologist, Mr 
Yegor Ligachev. If the market, or something like it, is 
_ not there to help managers work out their costs and find 
what customers want, the bureaucrats: will end up 
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isions the apparently decisive Mr Gorbachev has yet to take Se 


if months stretch into years, the prospect of preserving a 
democratic alternative in the nh ot will become 
increasingly remote. The burden of removing Mr Mar- 
cos from power will have to rest on Filipino shoulders, 
prayer books and, if necessary, rifles. It will rest easier 
when President Reagan grasps that Mr Marcos is the 
depth-charge that could sink America’s Pacific fleet. 








trying, and failing, to do it for them. The Ligachev limit 
to change means no real change at all. 

Mr Gorbachev shows no sign yet of wanting a 
thoroughgoing economic reformation. Even if he did 
his only instrument for pushing change through—the 
Communist party—consists of the very people who 
would lose power if more decision-making were handed 
to consumers and individual factory-managers. Which 
is why his plans for reform look modest, and why he will 
probably have to settle for modest results. For a time 
some cajoling here, some bullying there, can squeeze 
out a bit more production. But time is not on Mr 
Gorbachev’s side. That can-do enthusiasm of his, so 
attractive in his first year, will start to look like mere 
hectoring if the growth rate does not jump to his orders; 
and he will be on the way to becoming just another 
Russian boss. 


Europe can’t help, won’t help 

Outside Russia, Mr Gorbachev has also been curiously 
hesitant. The top item on his foreign-policy agenda is 
the technological challenge posed by President Rea- 
gan’s Strategic Defence Initiative. Mr Gorbachev tried 
coping with this challenge first by appealing to Europe 
an reason, in the hope that America’s allies could tall 
Mr Reagan out of the star-wars scheme; and then by 
sounding tough and trying to scare them into seeing 
things Russia’s anti-SDI way. Neither has worked. 

Mr Reagan is unlikely to be talked out of SDI. And 
from what he said to Senator Edward Kennedy last 
week, Mr Gorbachev's attempt to browbeat the Euro- 
peans—by refusing to cut missiles in Europe unless the 
Star-wars project is abandoned—has now itself been 
dropped. Perhaps he realised just how little leverage 
the Europeans have over SDI. Or maybe his sharper 
political advisers pointed out that, even if he did 
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succeed in intimidating the Europeans, the American - 


reaction to Soviet confrontationism would ensure that 
America’s next president would be just as firm about 
star wars and just as tough on the Russians in other 
ways as Mr Reagan has been. 

If he really is ready for a missile-cutting deal in 
Europe, Mr Gorbachev may hope to win some Europe- 
an benefits in return. The West Europeans have 
technology that Russia wants to buy and credits it needs 
to borrow, especially after the drop in oil prices. Mr 
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deal in Europe, followed by the election of left-wing 
governments in Britain and West Germany, will loosen 
the ties that bind Europe to America. But that is a long 
shot. Cutting the missile threat to Europe will first of all 
cut the ground from under the European anti-nuclear 
movement. A Western Europe that feels more secure is 
less likely to bend towards the world’s number-two 
superpower, especially if the release of Shcharansky 
still leaves the Sakharovs and Orlovs unfree. Above all, 
beaming at Europe will not defeat SDI. 


Gorbachev may be reckoning that a separate missile’ | 


If he cannot bottle up SDI, Mr Gorbachev may have 
to recognise that his failures provide the best argument — 
for the radical economic reform he has so far evaded. _ 
Only a Soviet economy revitalised by the market spirit — 
can begin to compete with the United States. Mr — 
Gorbachev has argued that Russia cannot expect to — 
make its influence felt in the world unless it puts its — 
economy right first. That economy is at precisely the — 
pre-mass-consumer-goods stage where the social and _ 
economic consequences of resort to freer markets could — 
be large. Mr Gorbachev still has to choose. È: 












Keep Thatcher 


Worried Tories could ditch her quickly after the next election 


..argaret Thatcher wants to be the first British prime 
minister to win three general elections in a row. Many 
of her own supporters doubt that she can do it, and so 
feel they would be better off with a new face at the top. 
Their doubts are justified, their conclusions aren't. The 
government's recent difficulties reflect real flaws in Mrs 
Thatcher’s prime ministership. They need treatment. 
But a bitterly-fought leadership contest against an 
incumbent prime minister—Mrs Thatcher would cer- 
tainly resist any challenger—would be traumatic. To 
inflict such a wound on the party just 18 months before 
a probable election would require much stronger rea- 
sons than a bumpy mid-term ride in the opinion polls. 
One such reason would be a policy disaster so 
damaging that a new leader is required to expunge it 
from public memory. That was the justification after 
Suez in 1957, when Mr Harold Macmillan took over 
from Anthony Eden and led his party to triumph 18 
months later. The Westland affair and its related 
owning Street nasties have been embarrassing, but 
ey hardly constitute a hanging offence. Great play 
ay be made of high unemployment. But unemploy- 
ment is not like Suez, a one-off catastrophe which must 
be wiped off the slate. It has afflicted governments of 
both parties, and would not disappear just because the 
Tories changed their leader. The administration has 
been a Thatcherite one. Its record will be on parade at 
the next election, whether its candidates like it or not. 
Would this judgment still hold good if there waited in 
the wings an alternative leader able to keep the party in 
government, while the incumbent was driving it to 
defeat? Here the argument is more finely balanced. Mrs 
Thatcher is not doing worse than she was in 1981, 
before the Falklands war, and the Labour opposition is 
not doing as well as it should at this stage of a 
parliament. As a result, poll evidence suggests a hung 
parliament is increasingly likely after the next elec- 
tion—which Whitehall planners reckon will be in the 
autumn of next year. The balance of power in the 
House of Commons would then be decided by the 
Alliance leaders, the SDP’s Dr David Owen and the 
Liberals’ Mr David Steel. Their decision in turn will be 
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dictated by the balance of opinion within their party — 
groups: at present an open question, with at least the — 
chance of a split down the middle. E 
Strategy one for Alliance power brokers is to accept 
that Mr Neil Kinnock should be allowed to take office _ 
for a while (especially if Labour is the largest party), but — 
be prevented from doing things the Alliance does not. 
like. Mr Kinnock has eschewed any coalition or deal, — 
but he might not be averse to a centrist veto on some 
leftist ideas in his party’s manifesto. Strategy two for the _ 
Alliance is to keep the Tories in office as the lesser of 
two evils, especially if enough of them favour electoral — 
reform of some sort. It would take a tough Liberal MP to 
stomach keeping in power a third Tory government in a 
row, an equally tough SDP one to be the agent of turning — 
loathed former colleagues from the Labour party into — 
ministers once more. Hence the possibility of a split 
between the spP and the Liberals. p 


Time enough after polling day K 
One thing, however, is certain. In a hung parliament, 
the decision between these two strategies would be 
crucially altered by the Tory party's leadership. The — 
Alliance would never let Mrs Thatcher return to 
Downing Street were it in a position to stop her (though — 
that might not go for her admirer, Dr Owen, personal- _ 
ly). By keeping Mrs Thatcher as leader, the Tories risk 
inducing the Alliance to allow Mr Kinnock to become | 
prime minister. Those cautious souls who would regard 
this as an unmitigated disaster are therefore arguing — 
that Mrs Thatcher should make way for a successor — 
more appetising to the 25-30% of voters who now claim 
to be Alliance. By definition, such a leader would also 
be more acceptable to Alliance MPs after the next 
election. A Tory-Alliance coalition minus Mrs Thatcher — 
is plainly a safer gamble for such Tories than to take a 
chance on an outright Thatcherite victory. 4 
This argument is flawed. In the first place, the Tories 
have no need to drop Mrs Thatcher now to achieve the 
desired coalition mix in a hung parliament. Certainly 
they may have to move fast when the election result is — 
known, but Tory MPs can be relied on to take that 
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ecision when they ne . Mrs Thatcher has not y 
lost the next election and there are powerful argu- 
ments—-not least: her awesome stack of. unfinished 
usiness—for her to stay: She remains the great proph- 
et of realism in British politics. If she finds the gulf 
between policy and implementation hard to bridge, that 
is no argument for handing the job to somebody who 
may disagree with the policy. None of Mrs Thatcher’s 
tivals has ever produced a programme so markedly 
different from Thatcherism as to be worth the political 
cost of a “relaunch”. 

_ Second, the Tories lack an obvious successor to Mrs 
tcher who’ would patently succeed where she is 
parently failing. Were she to go voluntarily, most 
ory MPs reportedly favour the present party chairman, 
Mr Norman Tebbit. He may be the idol of those elected 
Mrs Thatcher’s bandwagon, but he is hardly likely to 










1877, some top-hatted businessmen drew a chalk 
circle on the floor of a rented room above a hatter’s 
shop in the City of London and started yelling at each 
her to determine an auction price for metals. Since 
n, the London Metal Exchange (LME) has grown 
to the main setter of prices for seven metals with a 
mover of $37 billion a year. Chaos in tin now 
reatens to push the LME back into the chalk circle. 
s threat, plus the £200m in foreign exchange that the 
arket earns for Britain every year, explains the 
atcher government’s willingness to put up £50m as its 
disproportionate contribution to a scheme to clear up 
the mess in the tin market. It also gives the LME a 
chance to put its trading house in order. 
While the LME is not to blame for the way that the 22 
gnatories to the International Tin Agreement reneged 
‘its debts, it does need to restore confidence in its 
arkets. Some of that will come when those 22 
vernments honour their promises; meanwhile, a little 
If-help would goa long way. The most. effective 
modity markets are the epitome of private enter- 
"They are conducted: by..rich, quick-thinking 
e. Only a few of their deals involve trading bars of 
etal;.most of their time. is spent in the speculative 
ading of pieces of paper. The role of speculators is 
ely misunderstood—hence much maligned—yet it 












ings great benefits. 


elcome mat for gamblers. i 
Speculators bring extra liquidity into a market, which 
elps prices to change smoothly rather than jerkily. 
re, companies that buy a metal in order to make 
igs from it can cover themselves against the uncer- 
tainty of future price changes only if speculators are 
ready to take uncovered risks in return. The bigger and 
deeper the market, the surer are the signals it sends to 









Old hat at the LME 





the support of post-election Alliance MPs. Sir Geoffrey. 
Howe and the rapidly advancing Mr Douglas Hurd may 
offer a safer pair of hands, but they have little voter- 
appeal and would be hard to project as exciting and new 
to a jaded electorate. More dramatic options, such as 
Mr Peter Walker and Mr Michael Heseltine, would also 
involve more risks. They would signify an outright 
rejection of eight years of Thatcherism, and leave the 
party vulnerable to the claim that the Alliance offers a 
more consistent and refreshing version of “wetness” 
than any Tory turncoats. EA 

Mrs Thatcher is the best leader the Tory party has on 
offer at present. If its members of parliament. want to 
ditch her, they should wait until she has lost the next 
election. The Alliance might then help with the ditch- 
ing, and still keep most of them in power. — 





lore speculation is needed in metals trading, not less 


producers and consumers alike. If the LME wants to 
perform these valuable tasks, it will need to change its 
old-fashioned ways. — 

The LME was in a mess long before the tin agreement 
collapsed. The number of contracts traded has fallen 
sharply in the past two years, and most brokers on the 
exchange are now losing money. Competition will be 
fiercer after October, when the “big bang” blasts away. 
many restrictive practices in the City, including some 
that have shielded commodity brokers. ce 

The LME’s real difficulty is that it dislikes freelance 
speculators. It snobbishly prides itself on being a 
traders’ market—a market for professional metal pro- 
ducers and consumers only. It cannot afford to Ic-- 
their business, but it also needs to attract more ri 
gamblers who trade commodity contracts as ‘instru- 
ments for making money. The LME’s latest contract for 
copper is a start. Transacting all business in dollars, the 
currency of the metal markets, rather than sterling | 


‘would help. So would the sort of imagination the 


Chicago exchanges show in dreaming up new, and 
sometimes successful, contracts. ho 

Above all, the nature of the exchange needs chang- 
ing. Uniquely among commodity exchanges, the LME is 
a market for principals. Deals can be struck only by the 
two dozen members of the exchange. This gives existing _ 
members too much power, outsiders too little. The LME 
needs to find ways of opening 1 market. One 
priority is a clearing house to act as an intermediary 
between the brokers, to guarantee contracts and to 
limit the discretion that LME brokers now. enjoy.. By 
itself, a clearing house would not allow outsiders on to. 
the exchange, but it could help to reassure them. Nor 
would it have prevented the tin panic. But it would have — 
triggered the panic sooner—anc the damage 
that has caused. = oo PES 
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Seems to work wonders 


Mr Wolfgang Vogel, East Berlin lawyer, handles anoth- 
er spy-swap and the release of Mr Anatoly Shchar- 
ansky. Mr Terry Waite shuttles to Lebanon for the 
Church of England to try to free American hostages 
there. Mr Bob Geldof negotiates famine relief in 
Africa. The Reverend Jesse Jackson brings out an 
American airman captured by the Syrians. In these days 
of globetrotting celebrities, what need for the mere 
professional diplomat? The game appears to go to the 
fast mover who can discard red tape, manipulate 
publicity and arrange the quickie marriages-of-conve- 

‘ence which nowadays pass for much of international 

lations. Diplomacy, in a nutshell, is being privatised. 

Needless to say, the stuffier members of the diplo- 
mats’ trade union have their answer ready: such an 
intrusion of headline-grabbers into the complex realm 
of intergovernmental affairs is inherently dangerous. 
Diplomacy, to invert Clausewitz, is the extension into 
peacetime of the business of war. It requires the patient 
application of tested principles by experienced profes- 
sionals, whose experience is all the more necessary in 
dealings with capricious and unstable regimes. Not for 
an amateur the minutiae of extraterritorial jurisdiction, 
the rights of migrant workers, the selling of a fighter- 
trainer, the negotiating of a beef variable premium. 
When governments do business, it is safest and most 
efficient for bureaucrat to speak piece unto bureaucrat. 


In a very post-Metternich world 
There is sometimes room, it is admitted even in such 
quarters, for a gifted freelance. In trade with the Soviet 
ock, Mr Jean-Baptiste Doumeng and Mr Armand 
ammer have proved valuable private envoys serving 
*rrench and American business interests. History shows 
that a wandering politician, a princess, even a spy, can 


Privatised diplomacy 





perform important tasks that are inappropriate to — 
formal diplomacy, or beneath its dignity. But like the — 
plumber’s mate, runs the striped-pants view, they 
should not be left unsupervised by a qualified practitio- _ 
ner in foreign relations. 3 

Many of today’s states are ruled by regimes that show _ 
scant regard for conventional diplomacy. Mr Waite has _ 
found that a clerical cassock can be a more effective aid — 
to negotiating with some Muslim leaders than an 
ambassadorial Rolls-Royce. In much of modern Africa, _ 
a soldier’s uniform may be equally effective. So, — 
perhaps, is the lightweight suit of the arms salesman or 
the jeans of the famine-relief worker. Much of interna- 
tional relations is becoming specifically anti-establish- 
ment. Mr Geldof’s snubbing of various African dicta- _ 
tors (and his castigation of Brussels flatulence) may 
have appalled diplomats, but it brought to the African 
scene a breath of fresh air that has eluded official — 
diplomacy for decades. Colonel Qaddafi could receive _ 
Mr Waite with a cordiality that he would not have — 
shown to any British government representative after 
the 1984 gunfire in St James’s Square. 

Foreign ministries will not pack up shop and subcon- — 
tract their profession to public-relations consultants, aid 
workers, import-export agents and law firms. But — 
diplomats could well examine the scope for es £ 
to private initiative what has traditionally p f 
through an embassy chancery. The day of the entrepre- 
neurial honorary consul may return. Many functions of — 
overseas embassies have become out of date with — 
telecommunications and jet travel: which is why Ameri- 
can presidents feel free to treat ambassadorships as 
Lloyd George did the British honours system. The — 
freelancers are coming. The diplomats should open 
their closed shop. s 





A bolder Japan 


Would use the breathing space provided by a stronger yen 


to change its tax and farm policies 


Japan must sometimes feel like telling its western 
friends to take a running jump into the East China Sea. 
In the past five months it has upvalued the yen by more 
than 20% against the dollar, to make it easier for 
foreigners to compete against Japan. With remarkable 
success, it has achieved this through currency interven- 
tion and monetary trickery, rather than the high 
interest rates that westerners prescribed to shift the 
yen. Yet bossy foreign demands for further measures 
are already being heard: open more markets, order 
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firms to buy American goods. Japan’s government 
would do America and Europe more good in the long © 
term if, instead of listening to this advice, it allowed the 
Japanese to spend more of their own money 
themselves. i 
Eventually, the rising yen will quieten the trade 
complaints. Though cheaper oil means that Japan’s 
total current-account surplus will be even bigger this — 
year than last year’s $50 billion, those bilateral surplus- 
es with America and Europe which cause the fuss will 
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probably begin to shrink. This will, however, provide 
only a temporary respite until Japan changes outdated 
_ ways that served it well in the 1950s and 1960s, starting 
_ with its tax and agricultural systems. 
= An advisory council to the ministry of finance is 
already pondering tax reform, under orders from Mr 
_ Yasuhiro Nakasone, the Japanese prime minister. 
_ What it needs to say is something like this: 
mt was right in the 1950s to encourage savings by 
exempting the interest on most of them from tax. Develop- 
-ing economies need high savings to reduce dependence on 
- foreign capital and to provide cheap cash for investment. 
_ Now Japan has more savings than it needs. The drive to 
= Save is cutting consumption and, by encouraging purchases 
__ of foreign bonds, restraining the yen’s rise. It is silly that 
_ the Japanese are enabled to spend only 584% of their GDP 
= on consumption, while the French spend 65%; if the 
__ Japanese were encouraged to spend a bit more, they might 
= also start buying more foreign goods. 
Instead Japan continues to penalise both ordinary 
_ workers and the entrepreneurs and managers who have 
_ made the country rich. More than 70% of its tax 
revenue still comes from direct taxes on income. 
Income tax is so steeply progressive that, once local 
_ taxes are included, anybody earning Y17m ($90,000) a 
_ year faces marginal tax rates of 70% and more. 
Time to repeal the corn laws 
_ The bias persists because of the government’s reluc- 
_ tance to take on the postal savings banks and commer- 
_ cial banks that are the repositories of subsidised sav- 
_ ings. Yet a cut in earned-income tax, paid for by taxing 
_ interest on postal and other savings, would give just the 
_ boost to consumption and to new businesses that Japan 
_ has long yearned for. It need not mean Japan swinging 
to the American extreme of encouraging people to buy 
_ three houses and a yacht by taking on tax-exempt debts. 
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Birth rights 


childbirths, though for quite different reasons 


A funny thing about British babies is that they are 
rarely born on Sundays. It is boring for some golf- 
playing doctors when they are. Birth in Britain, as in 
most developed countries, is now a thoroughly man- 
aged affair. All but 2% of British births take place in 
hospital. In 20% of them, labour is artificially induced, 
and this increasing induction rate has been accompa- 
nied by increasing use of Caesarean section. Nearly 
10% of British births (the rate varies a lot from one 
region to another) are now Caesarean. 

= In the United States and Canada, even more births 
are Caesarean. Doctors there are terrified that the few 
inevitable tragedies will cause them to be viciously sued 
unless they can prove that they used all the latest 
mechanical techniques. But in Holland the proportion 
of Caesarean births is much lower than in Britain, 
_ probably because far more Dutch babies are born at 


‘Why doctors in America and Britain are interfering unduly in 
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Japan is a master at learning from other people’s 
mistakes. f 

The agricultural policy means that the Japanese 
spend too much of their too small private disposable 
income on too expensive domestic food. It probably 
once made sense to cosset the farmers. Protection and 
subsidies helped ease the social tensions that the big 
shift from country to town could have caused as the 
farm population -declined from 37% of the whole in 
1960 to 17% now. 

Thħis is no longer necessary, yet Japan is still protect- 
ing its 21m farmers ‘and their families in the most 
expensive and damaging way. The World Bank reckons 
that, among farmers in rich countries, Japan’s get the 
most protection and yet have the lowest incomes 
relative to townsfolk. The 99m Japanese who have 
nothing to do with farms suffer by paying absurdly high 
prices for food. Imports of rice are prohibited, and 
domestic rice is bought by a government agency that, 
sells it to wholesalers at more than three times what 
would cost to import. Wheat, beef, sugar and daiiy 
products are imported through government agencies 
that treble the price between port and shop even though 
domestic output of all four is small and inefficient. 

Just as Britain's corn laws did in the nineteenth 
century, this protection reduces consumption of manu- 
factured goods and imports. Pampering farmers also 
squeezes housing, office and industrial development 
inside Tokyo, because a tax exemption for farmland 
makes it more profitable to keep a small paddy field in 
Tokyo’s suburbs than to sell the land for a factory or a 
block of flats. If Japanese farmers must be helped, it 
would be better to bribe them to get out of farming or to 
become more efficient—and, either way, to give them 
direct subsidies rather than penalise the consumer by 
raising food prices. 








home instead of in hospital. Yet Holland has shared 
fully in the sharp fall in infant and maternal mortality 
over the past 30 years; indeed, it has proportionately 
fewer stillbirths and deaths in early infancy than almost 
anywhere else. 

Some intelligent British mothers therefore think that 
having a baby ought to be a much simpler and less | 
clinical affair than it is becoming. Even if this did lead to 
a greater risk to a few mothers, it could be outweighed 
by the greater happiness of many more who object to 
being nudged. This lobby now has a cause célébre. Mrs 
Wendy Savage, a consultant obstetrician at the London 
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colleagues at the hospital trawled through 


e 
e e 800 of her old cases. They came up with four (only — 


e of which ended unhappily) where they themselves 
‘ould have used artificial methods earlier. Mrs Savage 
on rather loud record with her belief that some British 
spitals use high-tech and complicated medical proce- 

res routinely and therefore unnecessarily. She seems 
ener than her colleagues to let women try to have a 
atural delivery. 

In Britain’s bureaucratic National Health. Service; a 


oct r risks her career if she disregards what her 
ur country, tis of 


America will soon select its first poet laureate. 


lvortiaing for hundreds of them 


In the days of Gramm and Rúdman, 
‘Days of deficit financing, 

“Days of fiscal tribulation, 
Senator Spark Matsunaga, 
Matsunaga (Dem., Hawaii), 
On a bill of no. importance 
Christmas-treed a small amendment 
Calling on that undisputed 
Arbiter of things artistic, 
The Librarian of Congress, 
To select a Poet Laureate, 
With $10,000 yearly. 


Congress in elective wisdom— 
Senators to scratch the back of 
Their old colleague Matsunaga, 
House with representative con- 
cern for fiscal moderation-— 
“Eager for their country’s greatness, 
(Not to. add their own electors: 
Every duplex has its dabbler 
` In the arts of ' Pope and Pindar) 
Judged the aim that it was worthy 
- Judged the bill that it was modest, 
“No sweat for the federal budget— 
. What’s ten thousand bucks in billions? —~ 
.. Judged the bill, and duly passed it, 
Authorising their Librarian 
To award the Poet Laureate 


$35,000 a 
Small the sums, io the srt of 


Each and ery one a voter. 

And the great chief Ronald Reagan, 
From the Oval Tepee window, 
as Reagan saw and read the omens, 


customers seem often to want e lose y 
case, many more. British doctors. will feel obliged to _ 
treat their patients as if they were difficult cases, evenin 
the more than three-quarters of births when they quite 


plainly are not. The pressure of their colleagues will _ 
then have the same effect on British doctors as the- 


threat of lawsuits has had on American obstetricians, . 
nearly two-thirds of whom have been sued at least once. 


a In the name of caution, British obstetricians will 
~ become less humane. 
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Pennsylvania Avenue white with 

Resumés and applications, 

Saw, and with his squaw’s approval 
(“Who'll remember Camelot now, dear?’*). 
Cast aside all thought of veto, 

Swore, and i signed the legislation. 


Small the sums, yet great the error, 

To select, at one:man’s judgment, 

One man’s voice (check: or one woman’s?), 
To proclaim a nation’s praises, 

Sing for Texas, California, 

Maine, Kentucky, South Dakota, | 

Sing for white men, sing for black ones, 
Sing for redneck, sing for laid-back, _. 
Sing in English, Spanish, Yiddish. 

One voice only? Land of Frost, of 
e.e.cummings, E.A.Poe,O 

Land of Cronkite, land of Carson, 
Gertrude Stein and Hammer-ditto, 
Dorothy Parker, Dolly Parton, .. 
Land of Lowell, of Howl, of Whitman! 


Small the sums, yet brute the blow to. 
GAO officials, waken ee 
From your dreams of Air Force geni re P 
Reckoning up what they could do wi 


For this land. 
: One Poet Lai 
For this pend 
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The election that may refuse to 


Stay stolen 


FROM OUR MANILA CORRESPONDENT 


In the Philippine presidential election the 
irresistible force of Mrs Cory Aquino met 
the seemingly immovable object of Mr 
©--dinand Marcos. Almost a week after 

election on February 7th both candi- 
___ es were stubbornly claiming victory. 
Mrs Aquino accused the government of 
doctoring the vote to put Mr Marcos 
ahead and said she will lead demonstra- 
tions every day until she is allowed to 
assume the presidency. Mr Marcos ac- 
cused her of pushing the country towards 
civil war. 

Who won? According to the National 
Movement for Free Elections (NAMFREL), 
an independent organisation whose mem- 
bers have been monitoring the polls, Mrs 
Aquino had a lead on February 13th of 
about 650,000 with two-thirds of the 21m 
or so ballots counted. Mr Marcos dis- 
missed this count as spurious, and said he 
was more than Im votes ahead. The 
government’s Commission on Elections 
(COMELEC), which has produced figures 
giving Mr Marcos a 5% lead, itself looked 
spurious when 30 computer operators 
stopped work, claiming that COMELEC 

i; manipulating the results. 





Mr Marcos said that he would abide by 
the result announced by the National 
Assembly which, under the constitution, 
has to produce the official figure; it was 
expected to do so by February 14th. 
There is little doubt about what it will 
decide: three-quarters of the assembly’s 
members belong to Mr Marcos’s party. 
Mrs Aquino said that she will have herself 
proclaimed the “‘people’s president” if 
the assembly “cheats” her of victory. 

This, then, was the explosive conclu- 
sion to an election which, even by Philip- 
pine standards, was exceptionally 
bloody—more than 40 people were killed 
on election day alone—and crooked. But 
it was also remarkable in a way that lifted 
the spirit. More than a million Filipinos 
mounted vigil over the ballot-boxes to 
ensure that the votes were protected. 
Polling stations were surrounded day and 
night by human chains to protect the 
ballots from being stolen or destroyed by 
local political warlords and their thugs. 

When the boxes of votes were trans- 
ferred to towns and from towns to cities, 
thousands of people, many in their bare 
feet, trudged the dusty roads alongside 
them. Poll-watchers were intimidated, 
mauled and sometimes killed (three from 
NAMFREL were shot dead); but their cour- 
age dealt a blow to the ruthless political 
machines that have decided elections in 
the Philippines since independence in 
1946. Even if, as now seems highly proba- 
ble, Mr Marcos is declared the winner, he 
has been denied the landslide victory that 
he predicted for himself. 

So this has been a sort of victory for 
Mrs Aquino, and it has been a victory 
witnessed by the world. Mr Marcos had 
invited teams of observers from the Unit- 
ed States and from Europe in the hope 
that their presence would win him new 
respectability at home and abroad. But 
Senator Richard Lugar, the Indiana Re- 
publican who led the 20-man American 
team, turned out to be no Marcos sup- 
porter. He suggested that the outcome of 
the election may have been “substantially 
altered” (see box on next page for a 
description of how). 





Marcos has no intention of losing 


More than 1,000 foreign correspon- 
dents descended on the Philippines to 
chronicle their own grisly litany of elec- 
tion irregularities. Some newsmen were 
beaten up and shot at (among them The 
Economist's photographer). The govern- 
ment tried to discredit the critical visitors. 
A Manila newspaper called foreign corre- 
spondents ‘‘two-bit, white-skinned, hir- 
sute, AIDS-predisposed visitors”. 

More positively, on February 11th, Mr 
Marcos, already seemingly playing the 
role of a re-elected president, made a 
gesture of national unity. He announced 
that he was inviting members of the 
opposition (presumably including Mrs 
Aquino) to join a newly-created Council 
of Presidential Advisers. 

Mrs Aquino was scornful of the offer. 
At 53, after an adult lifetime as a house- 
wife, she suddenly became during this 
campaign a deeply popular public figure 
leading a passionate campaign against Mr 
Marcos’s 20-year-old regime. Cardinal 
Jaime Sin, the leader of the Roman 
Catholic church in the Philippines, gave 
her his blessing and described the election 
as a fight “between good and evil”. Nuns, 
priests and students have been among 
Mrs Aquino’s most ardent supporters. 
Working practically without any political 
machine or money, and, until the last few 
days of the campaign, denied time on 
government television, she depended on 
what she called “people’s power” to get 
her message across. She could not sit 
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Ghosts, stuffing and delible ink 


FROM OUR MANILA 


Philippine election frauds are famous for 
their inventiveness. Here is a guide to 
the main ones committed by Mr Mar- 
cos’s governing party this time. 

The biggest was probably the intro- 
duction of a new voters’ registration list 
five weeks before election day. Many 
young voters who might have supported 
Mrs Aquino failed to qualify use 
they did not provide four photographs of 
themselves. Others were registered to 
vote in districts far from their homes, 
and so did not vote at all. Most impor- 
tant, the registers in areas where Mrs 
Aquino’s support was strongest—Manila 


easily on any panel of Marcos advisers. 

She is also unlikely to be comforted by 
the sentiment President Reagan ex- 
pressed this week: that the election dem- 
onstrates that the Philippines has a work- 
ing two-party system. Mrs Aquino said on 
February 12th that it would be a delusion 
“to believe that the opposition whose 
leaders and followers have been and are 
being killed can suddenly settle down to a 
western-style two-party system—too 
many would be dead the moment the 
world’s head is turned”. 

The American government may not yet 
have made a decision, but seems minded 
to accept the expected Marcos victory. 
American intelligence estimates confirm 
the findings of surveys conducted by an 
American television network. These 
showed that, of the votes actually cast, 
Mr Marcos had won by a margin of about 
2%; although many of the votes that 
contributed to that margin—perhaps 1m 
(see box)—were cast by people who vot- 
ed for Mr Marcos at least twice. 
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and three provinces—were pruned ap- 
parently at random by approximately 
20%. By the reckoning of the Wall Street 
Journal, that could have deprived Mrs 
Aquino of 1.4m votes, more than 
enough to have swung a close election. 

Other voters, however, voted more 
than once. The names of at least 800,000 
“ghost” voters—people who had died or 
moved away—were allowed to stay on 
the register, and their votes were used by 
bogus voters. Supposedly indelible ink, 
daubed on every voter’s hand after he or 
she had voted, was found to be easily 
washed off, enabling “flying voters” to 
vote again and again. NAMFREL’s esti- 
mate of the number of ballots cast by 
such voters runs to 1m or so. 

More traditional arts were also used. 
Many Filipinos sold their votes, for as 
little as a dollar. They made a carbon 
copy of their ballot. The copy was hand- 
ed to a hustler outside the polling station 
who then handed over the bribe. In some 
places, gunmen shot up the polling sta- 
tions to persuade prospective voters to 
stay home—and then replaced what bal- 
lots there were with fake ones. 

After the polls had closed, the com- 
monest fraud was to steal legitimate 
votes and replace them with bogus ones. 
Tally sheets were replaced at all levels of 
the count. Opposition observers claimed 
that many of the tally sheets delivered to 
the National Assembly for counting this 
week were invalid. Some had not been 
signed by opposition poll-watchers, and 
one bore a seal that was two years out of 
date. Opposition protests were 
overruled, 





Mr Reagan is sending an envoy, Mr 
Philip Habib, to Manila. But Mr Habib 
will have a hard time if he hopes to patch 
up the differences between the two 
camps. The United States still enjoys 
great prestige in its former colony. Many 
Filipinos, like the simple believers in a 
cargo cult, look to American intervention 
to solve their problems. But the Philip- 
pines could prove as intractable as Mr 
Habib’s previous posting, the Middle 
East 


If Mr Reagan’s intention is to ask Mr 
Marcos to retire gracefully, that is likely 
to be met with a firm refusal. More 
probably, Mr Reagan appears to be invit- 
ing Mrs Aquino to back off. He is fearful 
of Mrs Aquino’s advisers (whom Mr 
Marcos has described, wrongly, as com- 
munists) and of the prospects of civil 
strife. On February 11th he spoke of the 
importance to the West of the American 
bases in the Philippines. 

If Mr Habib is looking desperately for a 
bit of blue sky, there is the reappearance, 


after 14 years, of a vice-president. It is 
still unclear whether the Marcos candi- 
date, 72-year-old Mr Arturo Tolentino, 
or Mrs Aquino’s running-mate, 58-year- 
old Mr Salvador Laurel, has won. Ac- 
cording to both COMELEC and NAMFREL, 
they are running a close race. 

One theory circulating in Manila is that 
Mr Marcos may allow Mr Laurel to win, 
in order to create the appearance of a 
coalition government. Taking this theory 
farther, Mr Marcos may eventually give 
up the presidency and be succeeded by 
Mr Laurel. Mr Laurel is an old-style 
political boss who is unlikely to press for 
an end to the abuses for which Mr Mar- 
cos’s government has become notorious. 
This might make him acceptable to Mr 
Marcos, but he would hardly be the new 
broom that Mrs Aquino claims to be. 
However, Mr Marcos has said that, if H- 
election is confirmed, he will carry 
until the next presidential election in’ 
1992, when he will be 74. Despite his ill 
health, close acquaintances believe him. 
His billions stashed abroad notwithstand- 
ing, once out of power he would have 
nothing to live for. 

How far will Mrs Aquino push Mr 
Marcos and the Philippines? She does not 
want civil strife: violence has not been her 
message. But tempers are now so high in 
the Philippines, and Mr Marcos’s reputa- 
tion has sunk so low, that an explosion 
may be hard to avoid. 

The important question about Mrs 
Aquino is whether her great moral au- 
thority, which became evident during the 
election campaign, will be transformed 
into a permanent presence. If it is, and 
the signs are that it would be good for the 
Philippines and the West if it were, some- 
thing positive could come from this elec- 
tion. The United States had alw 
hoped, by pressing Mr Marcos to hol 
snap election 18 months ahead of sched” 
ule, to strengthen the democratic process 
and undercut the growing communist in- 
surgency. One possible result of the cor- 
ruption of the election is that the men in 
the hills will get the state of chaos that 
they want. Another is that Mrs Aquino 
and the forces she represents will become 
a serious democratic counterweight to Mr 
Marcos’s power. 


Gulf war 


Across the Shatt 


FROM OUR LEVANT CORRESPONDENT 


Iran says that its army has crossed the 
Shatt-al-Arab and that it captured, on 
February 10th, the Iraqi port of Faw. If 
the port fell, and on Thursday it still 
seemed doubtful, the Iranians have cut 
off Iraq from the waters of the Gulf and 
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FROM A SPECIAL CORRESPONDENT IN IRAQ 





Its war. with ran is the main thing in 
Iraq's life, but the Iraqi government is 
facing an increasingly worrying distrac- 
tion at home. The Kurds, who make up 
about a: quarter of Iraq’s 14m people, 
and ‘have been waging an intermittent 
insurrection in the north of the country, 
are doing dangerously well. 
Since 1981, the peshmerga guerrillas 
‘|... (‘those who face death”) of the Kurdish 
» Democratic Party have just about tripled 
„the chunk of Iraq under their control; 
¿Foo they may have drawn as many as 160,000 
-Iraqi soldiers away from the Iranian 
front. The morale of the guerrillas is 
high, and their supply of weapons, which 
comes from Syria and Libya via Iran, has 
markedly improved. They have recov- 
red from their collapse after 1975, when 
eal between. Iraq's President Saddam 
lussein and the Shah of Iran almost 
: snuffed them out. 
The government’s fear is that the 
Kurds may soon be able to make regular 
raids on the road from Baghdad to 
Turkey and the oil pipeline ‘that runs 

























bour. But even if it is true it does not 

Ci ily mean that the Gulf war has, 

‘after more than five years, at last reached 

< the moment of truth. Faw counts for little 

elf. It has been derelict since the first 

ë war, when the Iranian navy, 

werful than Iraq’s, destroyed the 

Faw terminal-and closed the mouth of the 
hatt to all shipping. 


-< The Iranians have nonetheless pulled » 


off two:striking successes in their latest 
offensive, the biggest since’ last March. 
‘First, although Irag- has the better: air 
-force and should therefore have been able 


to see the attack coming, the Iranians - 
have once again achieved surprise. They 
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As if Iran weren’t enough 





parallel to it (and carries more than half 
of Iraq's oil tothe Turkish Mediterra- 
nean port of Dortyol). If the guerrillas 
continue to expand their area of opera- 
tions; they could hit targets near the oil 
centre of Kirkuk, though the main instal- 
lations will probably remain safe from 
attack. Earlier agreements by Baghdad 
governments to give the Kurds autono- 
my have foundered on the question of 
Kirkuk, which the Kurds insist is theirs. 

The prospect of real autonomy for the 
world’s 15m Kurds, in any of the five 
countries they inhabit, is as distant as 
ever. They. are too few in Syria and the 
Soviet Union. The 7m-plus Turkish 
Kurds, who are officially known as 
“mountain Turks” and are prohibited 
from using their own language, have no 
hope of even limited ‘self-government. 
Iran, which contains some 4m Kurds, is 
the only country where a Kurdish state 
ever existed (the little republic of Maha- 
‘bad in 1945-46), but the ayatollahs are at 
one with the late Shah in opposing 
Kurdish autonomy. 


seem to have done this by distracting 
Iraqi attention, over the past few months, 
with nibbles at sectors of the front to the 
north and east of Basra; they then sud- 
denly hit the far-south sector near the 
mouth of the Shatt-al-Arab. Second, to 
have crossed the broad waterway of the 
Shatt, a formidable natural obstacle, is 
impressive. The Iranians had done it once 
before, but soon had to retreat. 

But the far south of the front has 


. drawbacks for Iran. The men and equip- 


ment needed to maintain, let alone en- 
large, its new bridgehead will have to 


cross not only the river but the water- 


logged ground along both banks. It is flat 
and empty: a good free-fire zone for 
Iraq's strike aircraft and helicopter gun- 


‘ships. If the Iranians held on and then 
“began to push westward, the open desert 


there would suit Iraq's stronger. tank 


forces. The Iranian troops would have to 


fight across 50 miles of desert before 
reaching. their main target, the highway 
linking Basra with Kuwait and the Gulf. 
So the attack in. the south, which satel- 
lite pictures suggest is of limited size, may 
have been a feint to disguise a bigger 
attack farther north. And indeed the 
Iranians began another attack 25 miles 
north-east of Basra on the night of Febru- 
ary llth: They have also kept up their 
hammering of Basra itself. Basra matters 
because it is only by capturing the city, or 
forcing its evacuation. by bombardment, 
that Iran might reach its real goal in the 
war: the overthrow of: Iraq's President 
Saddam Hussein. The Iranians reckon he 











Q Mitas 





Iraq has been least ungenerous to the 
Kurds, particularly since 1970, but its 
offers have never been enough to satisfy. 
the mainstream Kurdish nationalists. 
The Kurds’ own worst enemy is them- 
selves: they have always been wretchedly 
divided. But the guerrillas of the Kurdish 
Democratic Party have proved them 
selves an efficient fighting force. As. i 
war with Iran flares on, Iraq may find it 
has a higher price to pay than anybody 
else for the unfulfilled promise of Kurd- 
ish self-determination that was rather 
lightly made by the great powers after 
the first world war. 









































would not survive the humiliation © 
losing Basra. 

They could be wrong, At least 80! 
Basra’s citizens are Shia’ Muslims, 
should therefore have been vulnerab 
Iran’s Shia propaganda against the pres 
dent. But the subversion has failed, so 
far, because Iraq's Arab Shias have n 
desire to be ruled by Persians. ‘Tha’ 
rejection is, of course, even stronge 
among Iraq’s Sunni Muslims, whateve 
reservations they may have about Mr 
Saddam Hussein’s harsh rule. 

"khe Gulf states share Iraq's strong 
distaste for ayatollahdom. The ‘Iranian 
lunge towards Kuwait has frightened the 
Gulf countries; they have joined Iraq i 
bringing it to the UN security council: Bu 
it has also made them close ranks beh 
Iraq. What they would do if the Tranian. 
attack broke through to that vital road is 
another matter. 


Haiti 
Déja voodoo 


Before the American air force lifted: hit 
off to France on February 7th aboard one. 
of its transport aircraft, President-for-life 
Jean-Claude Duvalier of Haiti was: 

lowed to name the five-man junta tha 
succeeded him. It included only one fi 
ure from the opposition. Its interim head 
Lieutenant-General Henri Namphy, the 
army chief of staff, named a cabinet of 13 
ministers, five of whom had held high 
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They were sad when Baby Doc went 


office under Mr Duvalier. He also prom- 
ised democracy. Since Haiti has never 
had a democratic government, this will be 
a hard promise for the junta to fulfil— 
even if it really wants to. 

To the end, Mr Duvalier appeared to 
be in control of the capital, Port-au- 
Prince. But shopkeepers there had re- 
fused to keep their businesses open, de- 
spite government orders to do so, and 
demonstrations against the regime were 
continuing elsewhere. 

More ominously for Mr Duvalier, the 
Americans became coldly hostile, public- 
ly calling for an election, cutting off aid, 
and letting his statf know that they 
thought his time was up. The Jamaican 
prime minister, Mr Edward Seaga, who is 
on good terms with the Reagan adminis- 
tration, sent a friend of the Duvaliers to 
Port-au-Prince to urge the Haitian presi- 
dent to go. And the Mardi-Gras carnival 
was imminent: to ban it would have been 
unpopular, to permit it dangerous. So Mr 
Duvalier, his wife and 20 relatives left in 
the middle of the night for a temporary 
exile (until a permanent refuge can be 
found) in south-eastern France. 

Lieutenant-General Namphy, the jun- 
ta’s president, is reputed to be as apoliti- 
cal as the chief-of-staff of a dictator’s 
army can be. At his press conference he 
said all the right things about 

the blooming of real and functional democ- 

racy founded on absolute respect for human 

rights. . . . This provisional government is 

eager to hand over power to a democratical- 

ly elected government. 
Far from delivering his remarks from a 
podium, he led reporters and photogra- 
phers in a steeplechase around an elegant 
reception room of the presidential palace. 
When asked why, he sounded distressing- 
ly like his predecessor: “I am the presi- 
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dent. You don’t like this family party?” It 
was the first press conference (of sorts) in 
the palace in at least 30 years. 

The Reagan administration described 
the junta’s first decisions as a “good 
start”, but held back from a full endorse- 
ment until further steps have been taken 
towards democratic government and re- 
storing freedom. American officials un- 
derstood that some holdovers from the 
Duvalier regime had to stay in office: 29 
years of rule by the Duvaliers had left 
Haiti short of people trained to run minis- 
tries. The one opposition member of the 
junta is Mr Gérard Gourgue, the new 
minister of justice, who opposed the 
Duvalier regime as head of the Haitian 
Human Rights League. The Americans 
would like to see more power in the hands 
of Haitians who have no links with the old 
regime, or were openly opposed to it. 

Meanwhile, political prisoners have 
been freed, church-run radio stations op- 
posed to the old regime have started 
broadcasting again, the rubber-stamp Na- 
tional Assembly has been abolished, and 
a group of judges and lawyers may be 
asked to write a new constitution that 
does not provide for a president-for-life. 
The fearsome security police known as 
the Tontons Macoutes have been abol- 
ished; some have been killed, often by 
stoning, by the angry crowds. Carnival, in 
the end, went ahead as usual. 


Cuba 


The country of 
brotherly love 





President Fidel Castro, Latin America’s 
longest surviving one-man ruler apart 
from Paraguay’s General Stroessner, is 
easing his hold on Cuba after 27 years in 






Castro, older and cigariess, 


addresses his comrades for only three 


power. A successor is being lined up in 
the shape of the president's slightly youn- 
ger brother Raul. A new generation of 
middle-aged apparatchiks, among them a 
few more women and members of the 
island’s large black population, is being 
promoted. The most prominent of them is 
Raul’s wife, Mrs Vilma Espin, the head of 
the Federation of Cuban Women; she has 
been given a seat on the Politburo. 

A third of the Communist Party’s 225- 
strong Central Committee and 10 of the 
24 members of the Politburo were re- 
placed in the party congress that ended on 
February 8th. Some of Mr Castro’s oldest 
comrades-in-arms from the guerrilla cam- 
paign which brought him to power in the 
late 1950s were dropped. 

The biggest casualty was Mr Ramiro 
Valdes, Cuba’s interior minister through- 
out the regime’s most repressive period 
His control of the police and securit 
services gave him a power base indepen- 
dent of Mr Raul Castro, who as defence 
minister has control of the armed forces. 
The interior ministry has now lost its one 
seat on the Politburo, but three of Raul’s 
deputy defence ministers are full or alter- 
nate members. 

The rise of Raul has started mutters 
that he may now get the job of prime 
minister, to add to his positions as de- 
fence minister and deputy leader (to 
Fidel) of the Communist Party. His grow- 
ing authority presumably reflects the 
army’s role as spear-carrier of Cuba’s 
foreign policy in Angola and Ethiopia. 
The second Mr Castro shows no sign of 
wanting to withdraw from either country 
the troops he sent there in the late 1970s; 
but a dotty rumour last November that 
Cuba was about to declare a symbolic 
“war” against South Africa has been 
squashed. The government insists the ’~ 
Cubans are in Angola for defence only. 

President Castro’s keynote speech to * 
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_ An expatriate seeking the 
tight investment has a choice 
of reading matter. 


if Finexco had been around in 1720 we feel confident that none 
of our clients would have had investments with the South Sea 
Company — shortly to become the South Sea Bubble. 

_ Unfortunately, we weren't. 

Today, in a world of investment opportunity, the requirement for 
sound sensible investment advice is more important than ever. 

We are an international firm which specialises exclusively in 
providing advice for expatriates on investment and saving, 
tax-planning and programmes for school fees, house purchase, 
pensions and family security. 

We have operations throughout the world, 

if you would like to know more about people who can give 
sound, clear guidance about money, without any commitment, 
please telephone or write for more information to Andrew Croucher, 
our General Manager, at Finexco, Arnstelveste, Joan Muyskenweg 22, 

1096 CJ Amsterdam, The Netherlands. Telephone: (020) 68 21 31. 

We will send you our brochure, which will introduce you to the 

way we think and how we cater for our clients’ requirements. 
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the congress included a dismaying list of 
defects in economic performance, from 
housing and transport to the supply of 
food, clothes, telephones and even water. 
Like Mr Gorbachev in Russia, Mr Castro 
seems to think that the way to deal with 
these shortcomings is to exhort—or in- 
struct—people to do better. He criticised 
“excessive and bureaucratic paperwork” 
and pointed an accusing finger at “‘lazi- 
ness, negligence, incompetence and irre- 
sponsibility”. But material incentives for 
workers are to be modestly increased, 
and some small tradesmen such as furni- 
ture makers and watch-repairers will be 
allowed to go into private business. 

Although (or perhaps because) Cuba’s 
economic dependence on Russia is at an 
all-time high—85% of its exports now go 
to the Soviet block—Mr Castro still han- 
ors after non-communist connections. 

__-© has let it be known that he would 
welcome a visit by the Pope. He has lately 
been showing greater sensitivity to the 
feelings of his country’s Roman Catholic 
bishops, and allowed carols to be played 
over the radio at Christmas. A book of 
conversations between Mr Castro and a 
prominent Brazilian exponent of “‘libera- 
tion theology” has become a best-seller in 
Havana. The Pope, who is chilly to that 
sort of theology, remains wary of this 
courtship. 

Another factor may also be at work in 
President Castro’s calculations. He has, 
apparently for health reasons, given up 
smoking cigars. His congress speech last- 
ed a snappy—for him—three hours. As 
his 60th birthday approaches, a wearying 
Mr Castro seems to be delegating the day- 
to-day business of running Cuba to anoth- 
er Castro only six years younger. 


had 


Too peaceful to 
leave alone 





Yes, Chad is still there. After a year or so 
out of the headlines, that sad lump of 
mostly desert and mountains has been put 
back into the news by the indefatigable 
Colonel Qaddafi of Libya. His Chadian 
protégés, best known by the acronym 
GUNT (the National Transitional Govern- 
ment of Unity), appear to be marching 
south in a new attempt to knock out the 
western-approved government of 
France’s friend Mr Hisséne Habré. 

There was an understanding between 
Colonel Qaddafi and France's President 
Mitterrand. that the 16th parallel would 
not be crossed by the Libyan-backed 
Chadians. The two places where battles 
are said to have taken place on February 
lith—Oum Chalouba and Kouba 
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Olanga—are mere specks on the map. 
But they clearly lie to the south, if only by 
a score or so of miles, of the line. Is 
Colonel Qaddafi behind this? And what is 
France going to do about it? 

The GUNT, like all the many Chadian 
guerrilla factions, has a mind of its own. 
Its leader, Mr Goukouni Oueddei, has 
been in and out of Colonel Qaddafi’s 
good books. But he is hardly likely to 
have made this push without a Libyan 
prod. The Libyans have recently given a 
fresh burst of publicity to some bellicose 


declarations by Mr Goukouni. They have 


also flown some French journalists down 
to southern Libya, then on to northern 
Chad, to enable them to admire a batch 
of newly trained Chadian pilots. 

Why now? In the populous south, Mr 
Habré has been doing rather well, cob- 
bling together a wider range of allies than 
usual, and looking throughly in command 
of his capital, Ndjamena. It is bad luck 
that his main source of foreign exchange, 
beyond French hand-outs, is cotton, 
whose price on the world market has 
sunk. All the same, his soldiers are being 
paid and his part of the country is fairly 
peaceful by Chadian standards. 

So the chances are that Colonel Qad- 
dafi is at it again. At the start of the year, 
when President Reagan was breathing 
angrily down his neck, he sounded com- 
paratively docile. Then he began to 
bounce back, proudly hosting a party for 
terrorist groups. Perhaps to make him 
feel a chill breeze again, the American 
navy has recently been showing the Stars 
and Stripes in the Gulf of Sirte, which the 
colonel says is a Libyan lake. He has, 
perhaps, decided that, rather than risk 
taking, on Mr Reagan in the north, he will 
win some glory by cocking a snook at Mr 
Mitterrand in the south. 

He could be asking for trouble. The 
chances are that, if the colonel’s Chadian 
friends really do have a go at Mr Habré, 
Mr Mitterrand will send in his crack 
rapid deployment force, based in the 
Central African Republic. With a parlia- 
mentary election due in France next 
month, Mr Mitierrand could do with a 
Chad factor. 
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South Africa 
There's no point 


FROM OUR SOUTH AFRICA CORRESPONDENT 


The sudden resignation on February 7th 
of the South African opposition leader, 
Mr Frederik van Zyl Slabbert, has shaken 
his Progressive Federal party and thrown 
the country’s white liberals into confu- 
sion. It has also thrown an inkpot at the 
picture of reform which President Botha’s 
government has been trying to paint. 

Mr Slabbert in effect said that he did 
not believe the president was sincere 
about wanting to end apartheid. He could 
no longer see any hope of apartheid going 
by constitutional means. So he quit. It is a 
harsh judgment, but it has to be taken 
seriously. For months Mr Slabbert has 
been discussing reforms with Mr Botha 
and senior government ministers. He has 
had the chance to judge their real inten- 
tions up close. 

Mr Slabbert’s party won only 18% of 
the vote at the general election five years 
ago. It has 27 members of parliament, 
compared with the ruling National party’s 
124. He knows that it has no hope of 
being elected to power by the conserva- 
tive, Afrikaner-dominated white elector- 
ate. At the same time, he sees South 
Africa being squeezed by what he calls 
“the law of diminishing options”, with 
black demands constantly outpacing the 
government’s willingness to change. 

The only way out, according to Mr 
Slabbert, is for the government to make a 
dramatic leap away from apartheid. That, 
of course, would lose Mr Botha the whole 
of the white right wing. The nub of Mr 
Slabbert’s discussions with Mr Botha was 
to find out whether the president would 
accept the Progressive Federal party’s 
support, if necessary in a coalition, in 





Slabbert despairs 
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order to achieve that transformation. The 
aim would have been to keep the presi- 
dent in power until radical reforms had 
gone through and a new constitution was 
in place which widened the electorate. 
With such support, Mr Botha might have 
been emboldened to ignore Mr Andries 
- Treurnicht’s far-right Conservative party 
and the whites who think Mr Botha has 
already gone too far towards reform. 

Mr Slabbert was rebuffed. He now 
believes that Mr Botha is prepared to end 
“unnecessary” racial discrimination, but 
remains unyielding on the core of apart- 
heid: white political control. That means 
keeping the races legally defined, living in 
Separate areas, going to separate schools 
and conducting their politics through sep- 
arate institutions. If those things remain, 
Mr Slabbert says, it is a waste of time to 


= try to persuade the blacks to negotiate. 


Mr Slabbert’s grim logic is given point 
by Mr Botha’s public repudiation of his 
foreign minister, Mr Pik Botha, for saying 
last week that reforms could eventually 
open the way for a black government and 
president in South Africa. The foreign 
minister’s statement caused an uproar in 
the ruling party. The president swiftly 
endorsed a contradiction by one of the 
party’s right-wing leaders. 


Jordan and the PLO 


Can words mean 
different things? 


FROM OUR LEVANT CORRESPONDENT 


Nobody pretends that the 12-day talks in 
Amman between King Hussein of Jordan 
and Mr Yasser Arafat of the Palestine 


AMMAN 


= Liberation Organisation, which ended on 


February 9th, were a success. But were 
_ they an out-and-out failure? The answer 


5 _ depends, as so often in this infuriating 
a subject, on a detailed inspection of the 
-~ entrails. 


R’ 


The PLO says that tiny advances were 


= made, but they were advances all the 


same. The Israelis say no, the idea of 
trying to include the PLO was always 
_ absurd, and has now been shown to be so. 
As for Jordan, its king stands on a lonely 


_ island in between. He is frustrated by his 


Ee inability to persuade the PLO to accept, 
= outright, the United Nations’ Security 


Council Resolution 242, which implies 


3 _ recognition of Israel. But he is reluctant 
= to count Mr Arafat and his organisation 


out of the process altogether. 


The optimists—mainly at the more 
flexible end of the Palestinian s 
argue that the bargaining positions of the 
PLO, Jordan and America, which was 
active in the corridors during the Hussein- 
Arafat talks, have come closer. The PLO 
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no longer rejects Resolution 242 outright, 
but wants an acknowledgment of a Pales- 
tinian “right of self-determination” 
tacked on. America acknowledges the 
“legitimate rights of the Palestinian peo- 
ple” but it will not agree to “‘self-determi- 
nation”, because that would imply accep- 
tance of the possibility of an independent 
Palestinian state, which America—and 
Israel—reject as too dangerous. 

It is said that some American diplomats 
in Amman suggested that they might 
accept a document referring to Palestin- 
ian self-determination, provided the PLO 
did not twin such an American accep- 
tance with a PLO acceptance of Resolution 
242 as it stands. The Palestinians were 
also gratified by a reported acknowledg- 
ment by a senior American diplomat that 
Resolution 242 does not, in itself, spell 
out specific recognition of “Israel's right 
to exist”, as is often assumed, but only of 
“the right of all states in the area”, 
presumably including Israel, to “live in 
peace within secure and recognised 
boundaries”. Out of such playing with 
words, say the hopeful ones, might peace 
yet emerge. 

The biggest bit of semantic juggling is 
the question of whether an independent 
Palestinian state—which is what many 
Israelis and Palestinians take to be the 
logical outcome of self-determination, 
should the Palestinians be granted it—can 
be reconciled with the idea of a Jordani- 
an-Palestinian “confederation”, the word 
agreed upon by Mr Arafat and King 
Hussein a year ago. One member of the 
PLO’s executive committee, the equiva- 
lent of a Palestinian cabinet, told your 
correspondent that his organisation’s ac- 
ceptance of confederation meant that it 
had kissed goodbye to the idea of an 
independent state. But there is a big 
difference between the Palestinians say- 
ing such things privately and enshrining 
them in public and on paper. 


India 
A touch of pepper 


FROM OUR INDIA CORRESPONDENT 





Almost everywhere the Pope went in 
India, during his ten-day visit which end- 
ed on February 10th, he was received by 
vast, adoring crowds. There were reports 
that he had given offence by trying to 
convert Hindus, though the most violent 
protest was a firecracker at one of his 
meetings. Yet many Indians do not ap- 
prove of the church of Rome, and Indian 
Catholics are themselves divided. 

India has 12m Catholics. Some of them 
trace their faith back to the year 52, when 
one of Jesus's disciples, Thomas, landed 
in Malabar in south-west India. The 





southern Christian community was, an` 
is, rich. It ran the pepper trade, and wê 
given privileges by local rulers and equal 
caste status with Brahmins. It has its own 
rites, which incorporato plenty of Hindu 
touches. 

The missionaries who started arriving 
in the thirteenth century, however, and 
the Portuguese, who came in the fif- 
teenth, brought with them the Latin rites 
of Catholicism. They made millions of 
converts, many of them untouchables and 
tribespeople who saw Christianity as a 
way of escaping the caste system. They 
and their descendants have become a 
dominant force in Indian Catholicism. 

The “original’’ Catholics, many of 
whom have moved in recent years from 
the south to Bombay and Delhi, want to 
set up their own dioceses there, rather 
than be absorbed into the Latin-rite 
church. So far the Latin bishops have 
resisted this proposal, and as a result are 
being accused of authoritarianism b 
some of the southerners. f 

Some Catholic priests are in trouble 
with non-Catholic Indians for being polit- 
ical. In the early 1970s, the Bishop of 
Daltonganj ran a campaign against bond- 
ed labour, and a Jesuit priest took Bihar’s 
government to the Supreme Court for 
alleged police atrocities against tribes- 
men. Last year some Belgian priests 
working with tribes in Madhya Pradesh 
were expelled from the country. That 
state and two others have passed laws 
prohibiting attempts to convert Indians. 

Another complication is that the low- 
caste Indians who have become Catholics 
are not allowed the privileges available to 
low-caste Hindus: guaranteed jobs and 
college places. They claim that even with- 
in the Catholic church they are discrimi- 
nated against. A group of them petitioned 
the Pope, complaining that in church they 
were segregated from the rest of the 
congregation, and that even their ceme- 
teries are kept separate. 
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THE OTHER SIDE OF ISLAM 





A gun, a beard and a chador 
do not make a good Muslim 


The extreme and often violent Muslim groups that crop up in the world’s 
trouble spots give an incorrect impression of Islam to the West. They 


worry the majority of traditional 
simp 


One way of putting it is to say that the 
militant Muslims insist on observances 
that in many cases are non-Islamic. The 
militantly Muslim male, for instance, is 
expected to wear a beard, whether it be 
the luxuriant growth of Ayatollah Kho- 
meini or the chic, slim-line variety fa- 
voured by Saudi Arabia’s Sheikh Yama- 
ni. Yet there is nothing in the Koran 
about beards. Of course, in almost all 
major religions a link seems to have been 
accepted between hairiness and holiness: 
only Buddhism has preferred the shaven 
face. In Islam one explanation offered for 
not shaving is that it is an imitation of 
Muhammed, who was bearded. But to 
imitate the personal characteristics of the 
Prophet, rather than his spiritual quali- 
ties, is a first step towards a Muhamme- 
dolatry which he would have been the 
- first to condemn. 
For militant Muslim males the most 
» sslamic garb is supposed to be the long 
flowing robe, which is why it is worn by 
Islam’s men of religion, the ulema, and by 
many over-zealous western converts, 
along with the skull cap and turban. The 
Koran says nothing about the male dress. 
It is simply an imitation of Arab practice, 
because Muhammed was an Arab. But 
the message of Muhammed is that Islam 
is a universal faith, valid for all humanity. 
So anything a believer may do to suggest 
that Islam has merely a regional character 
is anti-Islamic. 

So too with women’s clothing. There 
has been endless controversy over the 
interpretation, or rather the misinterpre- 
tation, of the verse in the Koran (XXIV, 
31) which refers to feminine dress and 
behaviour: 

And tell the believing women to lower their 

gaze and be modest, and to display of their 

adornment only that which is apparent, and 
to draw their veils over their bosoms. 


This cannot, by any canon of reason or 
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uslims just as much. The few and 
essentials of Islam, says our Islam correspondent, are being 
bscured by views and actions that are not reflect 


in the Koran 


commonsense, be interpreted to require 
the wearing of the tentlike chador or the 
hijab, the headscarf. It was from the 
Persians that the Arabs borrowed these 
female fashions, as well as the idea of 
purdah, or the seclusion of women. 

Another practice that also denies Is- 
lam’s universality is the taking of Arab 
names by Muslims of all races, especially 
by converts. This custom is favoured by 
converts to other faiths, too, who are 
given Christian, Hindu or even Tibetan 
Buddhist personal names. The custom is, 
of course, non-Islamic. There are millions 
of Indonesian, Turkish and subcontinen- 
tal Muslims with non-Arab names. 

It may be said that these are non- 
essentials. But even some Koranic injunc- 
tions have been interpreted by the new 
enthusiasts in a non-Islamic way. No 
sooner had Muslim militants taken con- 
trol last year of the towns of Tyre and 
Tripoli in Lebanon than it was decreed, 
“for the greater glory of Islam”, that the 
weekly day of rest was to be changed 
from the Christian Sunday to the Muslim 
Friday. In fact the Koran rejects sabba- 
tarianism and merely says that the midday 
prayer on Friday has a special communal 
significance and that work should stop for 
the time necessary to make attendance at 
prayer possible. 

The Lebanese militants interpreted the 
Koran correctly in banning the public 
consumption of alcohol (its semi-clandes- 
tine sale is still allowed because Lebanon 
is a multi-religious state). This is certainly 
a Koranic injunction. There is no getting 
round it: a Muslim must be a teetotaller. 
Equally Koranic are the prohibitions on 
usury, gambling, eating pork and the 
making of images. The last of these 
vetoes is blatantly violated by those two 
most Islamic states, Iran and Saudi Ara- 
bia, with their stamps, official portraits 
and posters depicting their rulers. 





The self-consciously Muslim govern- 
ments are also most zealous in enforcing 
the severe seventh-century Arabian pun- 
ishments for the Koranic crimes of theft, 
brigandage, adultery and apostasy, al- 
though in the Koran there is constant 
stress on the virtues of repentance and 
forgiveness, for God is “the compassion- 
ate, the merciful”. It is the severing of the 
hands of thieves that, more than anything 
else, has made militant Islam appear cruel 
and anachronistic. As for the most horrif- 
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UnKoranic images in Libya and Iran 


ic of the so-called canonical punishments, 
the stoning of adulterers, this is not even 
mentioned in the Koran. 

There are perfectly sincere ways of 
mitigating the punishments: J/jtihad, or 
independent judgment, applied to mas- 
laha, that which is beneficial, permits 
judges to choose the interpretation most 
conducive to human welfare. Using these 
principles, it became possible for reform- 
ers to argue that it would be just to cut off 
a thief’s hand only in a society in which he 
did not have to steal in order to live. 
Similarly, it is surely not beneficial for the 
emotional health of a society for crowds 
to gloat over gory public choppings, whip- 
pings or beheadings. 

There is a surprising degree of flexibili- 
ty in Islam’s system of moral judgments. 
The system is not one of black and white, 
of simple right and wrong. By Islamic 
custom, there are five categories of ac- 
tions: the obligatory, the approved, the 
neutral, the disapproved and the prohib- 
ited. Doubtless the militant Muslims 
would not accept these realistic grada- 
tions. In all religions the zealots, those 
harking back to what they consider a state 
_of past purity, seem to find it necessary to 
buttress their renewal of faith with nega- 
tive proscriptions. Hence, perhaps, the 
importance given by Christian fundamen- 
talists to such proscriptions. 
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For the Muslim the one and only source 
of guidance is the revelation of the Ko- 
ran, and it is noteworthy that the legal 
provisions it lays down are only about a 
tenth of the whole. As well as the Koran 
there is the Hadith, the traditions of the 
acts and the non-revealed sayings of the 
Prophet, which were manufactured by 
the hundred thousand. Even after severe 
sifting, the “authoritative” collections of 
Hadith made by scholars contain several 
thousand examples, of which perhaps a 
few score may be accepted as authentic. 
In any case, authentic or not, no Hadith 
has scriptural sanction, which is why one 
Hadith has Muhammed saying, “Take 
from me only the Koran”. 


Five pillars of Islam 

What, according to the Koran, are the 
essentials of Islamic belief and behav- 
iour? There are five pillars of Islam. First 
is the affirmation of the faith, the sheha- 
dah, in the words, “There is no God but 
God and Muhammed is his prophet”. 
Then there are the five daily prayers, and 
the fasting during daylight hours during 
the month of Ramadan. Numbers four 
and five are the Haj pilgrimage to the 
shrine of the Kaaba in Mecca and to the 
valley of Arafat outside Mecca, and the 
payment of the tax called zakat. Of these 
the shehadah is essential, for without 





making that affirmation no person can be 
a Muslim. But having made that affirma- 
tion, nobody can say, and only God can 
know, whether a person is or is not a 
Muslim. 

Many Muslim reformers, looking for 
the inward spirituality of the faith, have 
said that the only permanent and indis- 
pensable factors in Islamic belief are tł 
shehadah, the daily prayers and the Rar.. 
adan fast. Not the robes, not the turban 
or the veil, not the beard, not the Arab 
names, not the cruel punishments. Only 
those actions that are a product of a 
believer's direct, face-to-face relationship 
with the one and only God are essential: 
those that refer to relationships between 
people are not. In a revealing and damn- 
ing statement of the militants’ upside- 
down view, the Muslim zealots in Egypt 
denounced those for whom “prayer, the 
fast and the pilgrimage are all there is to 
Islam”. They claimed it must also include 
the application of sharia Islamic law on 
divorce, alcohol, criminal punishments 
and so on. 

In the Prophet's lifetime only three 
prayers a day were stipulated, a number 
later increased to five. Today three pray- 
ers a day is considered incomplete but 
acceptable. And while Muhammed gave 
importance to communal prayers in the 
mosque, especially those at midday on 
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- HAS YOUR INVESTMENT 
GROWN 265% IN SEVEN YEARS? 


Nhe world’s economies continue to display a pattern of 
stable growth supported by a decline in inflation and 

.. interest rates, 
‘Currency movements and trends are a major consideration 
nvestment decisions and this has been highlighted by the 


| gyrations following the meeting of the international finance 


ministers last September. ; 

_ Many investment opportunities beckon, butthe challenge to 
the investor is how to gain the maximum benefit from this 
growth. Dr i : 

Investing in the right industries in the right 
countries, at the right moment, is more difficult 
an ever. Especially for the private investor. 
Which is why Barclays Uni-International 
‘Trust is so. useful to investors who seek. ff 
capital growth, 
INTERNATIONAL 
OPPORTUNITIES 


By skilfully diversifying our Trust’ portfolio, 





| our fund managers have consistently produced 
growth for investors by seizing the opportunities 
«offered by changing economic conditions. 


And, though past performance is not necessarily any guide 
to future growth, over the last seven years to 29th January 1986, 
the offer price of units in our Uni-International Trust has in- 
creased -by 265.2%. And our aim remains capital appreciation — 
through investment mainly in North America, Europe, Japan 
and the United Kingdom. 





We have built up our European portfolio, concentrating on 


investments which will benefit from the anticipated upturn in 





~ the domestic economies. | 


In the United States, it is expected that the economy will 
strengthen in the second half of the year as the benefits of a | 
weaker dollar and lower interest rates come to fruition. Emphasis = 
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The other significant area of current investment is Japan, 


< where we are running a balanced portfolio. 


Japan is a major beneficiary of falling oil prices and the yen | 
Ty expected to remain firm against sterling. 
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[  riational offshore funds. via 
You can count on the experience and: 
backing of Barclays Unicorn, who now handle 

over £1,000m of investors money. 
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_ where income is automatically reinvested to increase their value, 
was 104.2p and the ick ar of the income units was 103.0p on 
‘29th January 1986, an 
- Prices and yields appear daily in the Financial Times. However, yor 


the ‘net estimated yield was 0.5%. 


should remember that the price of units and the income from. 
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ied ited ruling ön those business days. Income distributions are 
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ISLAM 


Friday, he said that the most valuable 
prayers were those made in the privacy of 
a room and in the believer’s heart. 

The true observance of the Ramadan 
fast, the third pillar, as a solemn reminder 
of the deprived lives of the poor and 
hungry, is very difficult nowadays. Chil- 
dren, travellers and the physically ailing 
are exempted from the fast. Many of 
those who do observe it overcompensate 
for the deprivation of the daylight hours 
by indulgence during the hours of dark- 
ness, if they can afford to. 

Ramadan has become a time of jollifi- 
cation, with children permitted to stay up 
until all hours, joining “the fasters” in 
enjoying special Ramadan dishes, espe- 
cially sweet preparations. The less fortu- 
nate, who do not need to be reminded of 
the deprivation of the poor, lose weight 
during Ramadan and become testy and 
short-tempered: the more fortunate 
“fasters” suffer from sleepiness and even 
a gain in weight. Ramadan is not the time 
to try to get any serious work done in 
Muslim countries. 


all 
The Haj, the fourth pillar, is much more 
truly observed. The pilgrimage should be 
undertaken only by those who can afford 
it and whose domestic obligations have 
been fulfilled. The Haj, which this writer 
has been privileged to witness, is essen- 
tially Islamic in two ways. 

It is visible proof of the exis- 
tence of the Muslim umma, the 
community of the faithful, 
which is now worldwide. It is 
visible proof, too, that member- 
ship of the umma of Islam cuts 
across the barriers of race and 
colour. Above all, during the 
Haj there is a renewal of the 
inward spirituality of the pil- 
grim’s faith in a way that is 
singularly free, open and spon- 
taneous. This is expressed in the 
pilgrim’s cry, “Labayk, alla- 
huma, labayk’’, “Here I am, O 
Lord, here I am”. The most 
important ritual, the half-day of 
individual prayer and medita- 
tion during “the standing at 
Arafat”, facing the rocky knoll 
of that name from where Mu- 
hammed preached his last ser- 
mon, emphasises the direct, 
face-to-face, relationship of the 
Muslim with God. The fifth pil- 


form of property tax, was firmly 
insisted on by the Prophet. ` 
The components of the essen- 
tial core of Islam—the Koran 
and the five pillars—are thus 
few. They could quite easily 
dominate the spiritual life of the 
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believers. But do they? Because the Ko- 
ran is the word of God, and was revealed 
in an Arabic of miraculous splendour, 
there has been a strong sentiment against 
translating it into other languages. This, 
plus the fact that the majority of the 
world’s 1 billion Muslims are illiterate, 
means that most Muslims cannot be really 
familiar with their holy text, though Ko- 
ranic recitations on radio and television 
have helped to fill this gap in knowledge. 
The five daily prayers, spaced out 
through the day and night, are too oner- 
ous a duty for most Muslims. 

However, because Muslims can, and 
do, pray anywhere, on a roadside, in a 
factory or an aeroplane, prayer comes 
easily to them. The turning towards Mec- 
ca for the prayer, and the knowledge that 
every praying Muslim turns in that direc- 
tion, is a constant and powerful reminder 
of the unity of the umma. 

There must be very few Muslims who, 
at some time in their lives, have not 
observed, with whatever limitations, the 
Ramadan fast. There must be just as few, 
even the most sceptical, who have not 
wished to perform the Haj: and, as the 
growing numbers of pilgrims indicate, 2m 
at last count, more and more Muslims are 
making the pilgrimage. While the average 
Muslim, in a personal way, is charitable 
enough, he does not pay zakat if he can 
possibly help it. Which is why President 
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Zia ul Haq’s government in Pakistan, in 
correct Islamic fashion, imposed it com- 
pulsorily and deducts it at source. Of all 
the Muslim governments, only Iran’s and 
Pakistan’s do this. 


Revival, not militancy? 

Some non-Muslim scholars, especially an- 
thropologists, observing how the core of 
Islam has been coated by layers of local 
custom, belief and superstition, have ar- 
gued that there is no such thing as Islam, 
or at least no one Islam but rather many 
Islams. But even if there is such a thing as 
Moroccan Islam or Indonesian Islam, 
there is also, underlying them, a common 
Islamic foundation provided by such 
events as the daily prayers, the Haj and 
the strong sense of solidarity in and with 
the Muslim umma. 

Nevertheless, because the spiritu * 
core of Islam is so stripped down, with tl 
believer face-to-face with a God who is 
transcendental, this became a factor of 
weakness as well as of strength. The 
weakness arises because of the all-too- 
human need for a mediator between the 
human and the divine. Islam is almost too 
severely monotheistic. The Shias have 
accepted the mediating Imam, which the 
Sunnis, 90% of all Muslims, do not. But 
even the Sunnis have had to accept medi- 
atory practices such as the worship of 
saints and membership of tarikas, or 
religious brotherhoods. Some of 
these are Sufi and mystical; oth- 
ers are more mundane, and re- 
semble Masonic lodges or even 
Rotary clubs. 

Though the brotherhoods are 
omnipresent across the Islamic 
world, they are also Islam’s 
best-kept secret. This back-slid- 
ing from Koranic Islam is, 
practice, an inescapable and ¢ 
sential part of day-to-day popu- 
lar Islam. Fortunately, in Islam 
today, besides the militants with 
their insistence on non-essen- 
tials, there are revivalists trying 
to produce good Muslims by 
emphasising the inward spiritual 
qualities of the faith. 

The Tabligh movement, easi- 
ly the largest and single most 
important group in the Islamic 
world, began in India but now 
has a global following. Its guid- 
ing principles are the profession 
of faith, knowledge and remem- 
brance of God, kindness and 
respect for fellow-Muslims, sin- 
cerity of intention, and giving 
time and energy to spreading 
the faith. So long as such move- 
ments exist, and attract millions 
of Muslims, essential Islam re- 
mains alive and well. 
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The Chase Partnership at work. From left to right: Chris Mation, Chase Hong Kong; R. M. Schaeberle, Nabisco Brands, Ine 
Yang Shunyao, Yili-Nabisco Biscuit and Food Co.Ltd. and Janet Shanberge, Chase New York 
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Chase Partner 


elping Nabisco Br: 
venture into the 
world’s largest 


When Nabisco Brands wanted to set up a joint venture in China 
they didn't have to look far to find a bank with the right credentials. 

Chase's experience in China stretches back 60 years. We even set 
up a special China Trade Advisory Service over a decade ago, with 
offices in Beijing, Hong Kong and New York to assist firms like Nabisco 
in their China activities. 

Helping Nabisco arrange a China joint venture is just one 
example of the Chase Partnership in action. A partnership built on Chase 
Relationship Managers mobilizing vast global resources to implement 
superior financial solutions: solutions that span both commercial and 
investment banking lines. 

The Chase Partnership. 

A simple but dynamic approach which enables us to serve you 
better — whatever your business. 
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Now Wall Street is wide oj open to" 
: international investors. 





e 30% withholdi: on interest has been 
aled. For non-US. investors, this makes U.S. 
government and corporate bonds considerably 
ore attractive. Because for the first time ever, the 
rgest, safest fixed income source in the world has 
mpletely opened up. 

The key issue is, will you be well positioned to 
icipate in what's happening on Wall Street? 

_ Most certainly if you speak to Merrill Lynch. 
With an international private client network that 
covers 45 offices in 29 countries, we are uniquely 
placed to satisfy global investor demand. 

_ Our network functions as one tightly-knit unit 
Oviding the customer with virtually instant 

cess to a bank of valuable information. Within 
seconds, you can obtain up-to-the-minute quotes 
on stocks and bonds. With one or more foreign 





markets open at any time during the day, twenty- 
four hour trading means you trade with a high 
degree of liquidity and price performance. And at 

all times, through the best communications in the 
business, Merrill Lynch is geared to distribute and 
trade securities more effectively than any other 
institution in the world. - 

Ultimately, timely advice is the greatest asset 
any investor can have. It's a point worth noting that 
at Merrill Lynch, every investor is serviced by a 
Financial Consultant—a knowledgeable profes- 
sional, who is in turn supported by our superior 
source of investment information and advice. This 
way, our years of experience on Wall Street are at 
the other end of your telephone. 

In the United States, the Merrill Lynch securi- 
ties research team is the most highly rated on Wall 
Street. We have the broadest range of financial 
services available anywhere. You must by now 
appreciate why we say that no one else can give 
you better service in building a solid well 
integrated portfolio in the U.S. securities market. 

No one but Merrill Lynch. 

For a brochure containing details of the various. — 
alternatives in fixed income markets, please tele- 
phone us in London on 01-382 8858, or return the 
coupon. 
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AMERICAN SURVEY 





The shuttle is waiting till the 
questions are answered 


The future does not belong to faint 
hearts, said President Reagan, and 
America cheered. But did the Challenger 
astronauts know how big a risk they were 
- inning? Were they told, before embark- 

__ ig on the shuttle’s 25th mission, that one 
expert had put the chances of a catastro- 
phe at one in 35? Or that the National 
_Aeronautics and Space Administration 
knew about the very defect in the solid- 
rocket boosters that is now thought to 
have caused the disaster? 

If Challenger’s crew knew these facts 
before the mission, public opinion did 
not. It is finding them out now from the 
New York Times, not from NASA. In the 
aftermath of the accident on January 
28th, NASA impounded information on 
the shuttle and told its employees and 
contractors not to talk to the press. Even 
the presidential commission, set up to 
produce an independent investigation, 
has had to rely largely on newspaper 
stories to shape its questions to the agen- 
cy’s officials. 

Mr William Rogers, the commission’s 
chairman, went out of his way, at the start 

f the public hearings in Washington, to 
„ Neeten relations between NASA and the 

press. He said on Monday that the com- 
mission enjoyed an excellent relationship 
with NASA; on Tuesday he praised the 
“fair and accurate” reporting by the 
newspapers. Since the inquiry, and the 
leaks, began, NASA has become notice- 
ably freer with information. On Wednes- 
day, it released a ream of documents. It 
has, nevertheless, left an impression of 
having something to hide. 

What that something amounts to is that 
the accident which surprised the world 
ought not to have surprised NASA. Engi- 
neers now think its likeliest cause was a 
rupture in one of the reusable solid- 
rocket boosters used to launch the shut- 
tle. Film of the accident shows a plume of 
flame emerging from the right-hand rock- 
et near one of the joints which hold its 
four segments together. The plume could 
have ignited the shuttle’s external fuel 
tank or shaken part of the rocket free, 
pivoting it into the tank. 
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NASA, it turns out, has been worrying 
about this possibility for several years, 
and documents winkled out of the agency 
by the New York Times show that con- 
cern was still strong six months ago. Last 
summer, a NASA budget official, Mr Rich- 
ard Cook, interviewed shuttle engineers 
to estimate how much more money the 
agency might need to spend on the rocket 
boosters. On July 23rd, he sent his boss a 
memorandum reporting a possible threat 
to safety involving the rocket joints. 

The memorandum said some of the 
rubber seals—called O-rings—used in the 
joints were becoming damaged. On one 
occasion, a primary ring had been de- 
stroyed and the reserve ring eroded. It 
added: “There is little question that flight 
safety has been and is still being compro- 
mised by potential failure of the seals 

. .. failure during launch would certain- 
ly be catastrophic.” 

Why, then, did NASA persist with shut- 
tle flights? Because, Mr William Graham, 
its acting administrator, told the commis- 
sion on Tuesday, memorandums like Mr 
Cook’s were commonplace within NASA, 
as they would be inside any “highly 
sophisticated technical operation”. Mr 
Graham said he counted internal self- 






Chilling evidence before the commission 


criticism as one of the agency’s strengths; 
and he promised that many more such 
documents, not all of them related to the 
rockets, would soon be made public. 

Mr Cook’s memorandum, however, 
never reached Mr Lawrence Mulloy, the 
engineer responsible for the shuttle’s 
rocket boosters, who read it for the first 
time when it appeared in the New York 
Times. Mr Mulloy told the commission on 
Tuesday that the erosion of the O-rings 
had certainly been noticed, but careful 
monitoring had allayed anxiety. A re- 
serve ring had been eroded only once, 
and even then the damage had stayed well 
within safety specifications. Nothing, be- 
fore the Challenger mission, had hap- 
pened to suggest that the erosion could 
cause an accident. 

While Mr Mulloy spoke, one commis- 
sion member, Mr Richard Feynman, a 
physicist from the California Institute of 
Technology, performed an experiment. 
Mr Feynman, who has won the Nobel 
prize for theoretical physics, dipped the 
rubber from an O-ring into a paper cup of 
iced water on his table, and interrupted 
the proceedings to announce the result. 
The rubber, once chilled, temporarily lost 
its resilience—it did not spring back into 
shape after pressure was applied to it. Did 
Mr Mulloy think that cold temperatures 
could affect the ability of the rings to do 
the job? Yes. 

The temperature on the day Challenger 
was launched was 38°F, colder than on 
any previous shuttle launch. Morton Thi- 
okol, the company which makes the rock- 
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et fuel, says it told NASA not to use the 
-rockets if the. temperature of the fuel 
inside the rockets was colder than 40°F. 
‘The company also advised NASA against 
launching on a day colder than the coldest 
previous launch, which was 51°F. But 
- NASA says that Morton Thiokol agreed, in 
a telephone discussion the day before the 
_ launch, that there was no “direct correla- 
ion” between the behaviour of the o- 
ngs and the ambient temperature. ‘That, 
On the face of it, is refuted by Mr Feyn- 
man’s paper cup. 

-NASA Officials admit that the erosion of 
the O-rings, and the impact cold weather 
_ and moisture could have had on them, are 
| part of its own investigation; It admits 
hat the O-rings have been a source of 
grave concern—so much, so. that it had 
designed, but not yet introduced, a “cap- 
_ ture feature” to solve the problem. And it 
has known since 1983 that, because-the 
_ joints bend during flight, the reserve O- 
rings stay effective for only half a second 
after the rocket fires. But it advises 
against jumping to conclusions. One con- 
slusion hard to escape is that, whatever 
really did cause the accident, the space 
shuttle was by no means the safe and 
iable machine that the rest of America 
sed it to be. 

other document published for the 
irst time this week is a risk-assessment 
























ent to NASA in December 1983... This 
report, too, gave warning that defects in 
_Solid-rocket boosters. could. cause a 
catastrophe on board the shuttle, and put 
1¢ chances of such a disaster at one in 35. 
ASA never published these results. It 
says now that. the study, .a general review 
f solid-rocket boosters, was not directly 
pplicable to the rockets used. on the 
pace shuttle. 
_ Risk-assessment is not an exact sci- 
e. But, if NASA placed any credence 
ever on the air force study, should it 
iot have grounded the shuttle fleet imme- 
oy Should it have invited a public 
i teacher into space?’ The future 
ongs neither to the faint-hearted nor to 
reckless. ; 
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Every other group has access to Mr 
.Reagan’s bewildered ear: those who fa- 
vour fixed exchange rates, those who 
think they should float; those who think 
that budget deficits matter, those who 
think they don’t; those who would ease 
monetary restraint, those who fear it is 
too ‘loose already; those who want a tax 
increase, those who would die first. For- 
tunately the American economy is robust 
enough to carry on regardless—and now 
seems set for its fourth year of recovery. 
Last week an element of nostalgia crept 
into the economic debate. It seems that 
monetarism, long discarded by the ad- 
ministration even for rhetorical purposes, 


is alive and well after all, and living at the 


Council of Economic Advisers. The mac- 
roeconomic part of the council’s latest 
annual report could have been written by 
Professor Milton Friedman. In fact it was 
written by the council’s new chairman, 
Mr Beryl Sprinkel. As if to balance recent 
hints. from the treasury secretary, Mr 
James Baker, that the Federal Reserve 
should nudge interest rates lower, Mr 
Sprinkel weighed in with a plea for it to 
start reining back the excess monetary 
growth of the past year. 

Mr Sprinkel’s view is not surprising in 
itself. Growth. in M1, the narrow measure 
of money, is running at 11.9% a year, 
well over the top of the Fed’s latest target 
range of 4-7% (see chart). Even with 


-economic growth at the 4% rate predicted 


by the administration, such rapid mone- 


tary expansion implies a faster inflation | 


rate to come. Moreover, Mr Sprinkel:is 


¿Well known. for his orthodox monetarist. 


views. When Mr Donald Regan, now the 
president's chief of staff, was treasury 
secretary, Mr. Sprinkel was his senior 
controversialist, with the rank of under- 
secretary for monetary affairs. They had 
several public tiffs. 

_ All this was expected to end with Mr. 
appointment. as chairman. öf 
where he was replacing. the 
ly troublesome Professor Mar- 
who had: his own (quite 
que of the administration’s 
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known that Mr Sprinkel would be a 
different kind of chairman, who would 
speak only when spoken to—and soit has 
proved. But he could still be as much of a. 
nuisance as Mr Feldstein. 

With Mr Sprinkel once more out of thi 
closet, the three men who should be the 
president’s most important economic ad- 
visers—the treasury secretary, the chaire- 
man of the CEA and the chairman of the 
Fed—hold fundamentally different views 
about monetary policy. Mr Baker is a bit 
vague (pragmatic, his admirers say), ‘but 
seems to think that the level of interest 
rates should be judged against the econo-: 
my’s current level of real activity. So if, as 
now, there-is. ‘Spare capacity, or if. the 
economy is growing more. slowly than _ 
some hypothetical potential rate, the Fed 
can safely relax its monetary policy. Mön- 
etarists like Mr Sprinkel rej that out of 
hand: they want a slow and ste 
monetary growth, with m ifs, ands or 
buts. 

Mr Paul Volcker, 'chaisman of the Fed, 
matters much more than the other two, 
because he is actually in charge of mone- 
tary policy. His task is more complicated _ 
and so are his views. In the:past he too ha: 
been something of a pragmatist, shifting 
interest rates and: the money ‘supply in’ 
response to current developments in the 
real economy (Mr Sprinkel ticks him off 
for it in his report). But he is not as willing 
to take chances with inflation a year or 
two hence as are the Treasury's: more 
muscular optimists. 

Mr Volcker also has” to ‘weigh the 
effects of his interest-rate policy on the 
debt-laden developing countries: most of 
them owe money to American banks, 
which form another of his responsibil- 
ities. And, at Mr Baker’s initiative, he 
had to join with the central banks of 
Europe and Japan in finding an. orderly 
way to drive down the foreign-exchange 
value of the dollar, and hold it down. All 
these targets would be hard enough to hit 
if America, like the other industrial coun- 
tries, could use fiscal policy, as well as. 
monetary policy, to affect the economy. 
But America’ S fiscal poli chronic 



































The Gramm-Rudman budget-balancing 
law has stumbled at its first legal hurdle. 
A federal court ruled on February 7th 
that part of the act was unconstitutional. 
The judges stayed their ruling pending 
an appeal to the Supreme Court, so 
automatic budget cuts of $11.7 billion 
will go ahead in March, as the act orders. 
There seems a good chance, however, 
that the Supreme Court will uphold the 
ruling, and that the law will fail to work 
as intended. 

The law’s supporters argue that the 
court endorsed the spirit of Gramm- 
Rudman, the idea that Congress can 
delegate the power to pass and repeal 
spending laws to an automatic process 
administered elsewhere. What the court 
objected to was really just a technical- 
ity—the law's provision that the General 
Accounting Office should play a leading 
role in directing any cuts. If the GAO is to 
do that, said the judges, it should be part 
of the executive branch. Because its 
director, the comptroller-general, can be 

















case of budget paralysis. Mr Volcker must 
do the job single-handed. 

This week the Fed’s open market com- 
mittee (FOMC) met to decide new mone- 
tary targets for the coming year, and to 
review the interest-rate policy that gov- 
erns its operations in the money market. 
The decisions of the FOMC are not usually 
made public for six weeks, but Mr 
Volcker will tell the congressional bank- 
ing committees of any change in long- 
range policy when he presents his twice- 
yearly report to them next week. Wall 
Street will be watching keenly for any sign 

f monetary relaxation. 

_ If the Fed aims for lower interest rates 

within the next few weeks, it will come as 
a surprise. Recent indicators show that 
the economy, after its sluggish perfor- 
mance in the second half of last year, is 
now moving smartly along. Most Wall 
Street pundits gave up hope of any 
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WASHINGTON, DC 


dismissed by Congress, it is in fact part of 
the legislative branch. So the law violates 
the doctrine of the separation of powers 
and is unconstitutional. 

The drafters of the new budget law 
anticipated this line of attack. If the 
Supreme Court upholds last week’s rul- 
ing, a new provision will come in auto- 
matically. The report that sets out the 
cuts will go not to the GAO, but to a joint 
budget committee of the Senate and 
House of Representatives. The commit- 
tee would then produce a resolution, 
which in turn must be passed by both 
chambers in the normal way. 

This alternative process, however, 
means that the cuts themselves will be 
far from automatic. The resolution 
would surely be a target for amendments 
both in committee and in floor debate, 
even though the Gramm-Rudman act 
tried to rule that out. Above all, Con- 
gress would be seen to vote on the 
Gramm-Rudman cuts before they hap- 
pened. Everybody, not least the law’s 


prompt easing of money when they saw 
January's unemployment figures, re- 
leased on February 7th. They were unex- 
pectedly good; the unemployment rate 
dropped to 6.7% from December's 6.9%, 
reflecting an increase of 749,000 in the 
number of civilian jobs. The administra- 
tion’s forecast of 4%-a-year economic 
growth until 1988 still seems too optimis- 
tic. But, thanks to this better news, finan- 
cial markets expect the Fed to bide its 
time, avoiding the risk of higher inflation 
or a precipitous fall in the dollar that an 
abrupt shift in policy might pose. 

The administration, basking in the em- 
ployment figures, will probably be con- 
tent, for now, if the Fed decides to signal 
no change. When the tension between 
them reappeared, how much difference 
will it make that the Fed now has two new 
Reagan appointees on its board? Mr 
Manuel Johnson and Mr Wayne Angell 
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supporters, agrees that if the process 
ever gets that far, the cuts it requires will 
be impossible to defend. It is hard to 
believe that Congress could ever directly 
vote for such cuts, plainly admitting its 
responsibility for them. 

A more plausible solution would be 
for Congress to give up its power to 
dismiss the comptroller-general; that 
would make the GAO fairly and squarely 
part of the executive branch. It seems a 
small price to pay for a law that was 
hailed as a final attempt to deal with a 
budget emergency. Yet most congress- 
men seem lukewarm to the idea. 

The search goes on for other ways to 
patch up the law—in the knowledge that 
the Supreme Court, which is expected to 
rule on the matter in May, can make it all 
irrelevant by rejecting Gramm-Rudman 
on the more fundamental issue concern- 
ing delegation of congressional author- 
ity. Not many in Congress mind the 
inconvenience. Many of Gramm-Rud- 
man’s original supporters saw the law 
not as a way of cutting the budget so 
much as a way to defer cutting the 
budget. On that score, it continues to be 
an unqualified success. 


attended their first FOMC meeting this 
week; together with earlier presidential 
choices, Mr Preston Martin and Mrs 
Martha Seger, they are a potential voting 
majority on the seven-member board. 
Until recently, many financial commenta- 
tors had therefore predicted that the Fed 
might shift towards the Treasury's prefer- 
ence for monetary relaxation. 

Lately there has been far less of such 
talk, for three reasons. First, the Fed’s 
most important policy-making body is not 
the board but the FOMC, which comprises 
the board plus five of the 12 presidents of 
the regional Feds, serving in rotation. Mr 
Volcker will still have his majority where 
it matters most. Second, Mr Johnson and 
Mr Angell sounded just like cautious 
central bankers at their congressional 
confirmation hearings—somewhat sur- 
prisingly in the case of Mr Johnson, who 
in his previous job had been one of the 
Treasury’s most forceful supply-siders. 
Third, the best Treasury argument for the 
Fed to engineer lower interest rates has 
been that the Gramm-Rudman act guar- 
antees a smaller budget deficit; to offset 
the contractionary effects of that, the Fed 
should act now to loosen monetary re- 
straint. The idea that Gramm-Rudman 
guarantees anything is now even more 
improbable than it was before (see box 
above). 

The immediate threat to Mr Volcker’s 
control of Fed policy may have been 
exaggerated, but it is hard to exaggerate 
the economic uncertainty that all the 
confusion over policy is creating. That 
forecast of 4% economic growth is based 
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on (explicit) projections of the budget 
deficit and (implicit) projections of mone- 






‘trolling neither—partly because of consti- 
tutional limits on its economic power, but 
even more because it has little notion of 
= how it would use that power if it had it. 
_ The Treasury can and should take a lead, 
by starting to promote a clear.and consis- 
tent economic strategy. 


George Bush 


Three terms? Or 
none? 


WASHINGTON, OC 


It would be no bad thing, remarked 
President Ronald Reagan, if the 22nd 
amendment to the constitution, which 
limits a president to two elected terms, 
were to be repealed. Mr Reagan was not 
actually suggesting that he should try for a 
. third go himself. His philosophic reflec- 
tions, delivered at the end.of an interview 
with the Washington Post, stemmed from 
the spectacle of his vice-president, Mr 
George Bush, scrambling against Repre- 
ntative Jack Kemp for the 1988 Repub- 
an presidential nomination. No sooner 
as the 1984 election over, mused the 
president, than it all started up all over 













ush is being mocked for his antics, 
is stage of the race, with the runners 
y unannounced, the vice-pres- 
‘way in front of the competition. 
dis is the best known: name ‘in the pad- 
dock, His difficulty is that he is known 
best for three things: his ‘unswerving loy- 
alty to his president, his east-coast preppi- 
ness and his charge of “voodoo econom- 
ics” when he campaigned against Mr 
Reagan for the nomination in 1980. He 
needs to broaden his base of support and 
he needs to show that he is his own man. 
The vice-president has embarked on 
e first task with gusto, going to unusual 
ngths to prove that his reputation as a 
oderate Republican is undeserved and 
that he is now as conservative as any of his 
rivals. He praises. the “‘moral. vision” of 
e Rev Jerry Falwell, the founder of the 
Moral. Majority, who. has endorsed him. 
Dates in-his diary include the (stick-to- 
our-guns). National Rifle -Association’s 
conve: in April and the (anti-abor- 
n) Right-to-Life movement's confer- 
ence in June. Activists at last month’s 
Conservative Political Action. convention 
_ cheered for Mr Kemp, but a country-wide 
survey of the members of nine conserva- 
tive organisations shows Mr Bush well 
ahead. ; 

























¿efforts to toughen his establishment man- 


tary growth. The administration is con-. 






From time to time.the vice-president’s . 


ment, confusing strength with offensive- 
ness. His attack last month on the 
Democratic governor of New York, Mr 
Mario Cuomo, was such an occasion: in a 
speech to the New York Conservative 
party, he charged Mr Cuomo with a 
number of unlikely things including being 
soft on “cop-killers”. Retribution: came 
swiftly in the shape of Mr George Will's 
vituperative wit; the conservative syndi- 
cated columnist stung Mr Bush for lying, 
speaking gibberish and ineffectual 
demagoguery. 

Redeploying as best they can, Mr 
Bush’s political advisers maintain. that 
their manoeuvres have been working 
more or less as planned. By attacking Mr 
Cuomo, Mr Bush succeeded in by-passing 
his most formidable conservative rival, 
Mr Kemp, on. the congressman’s own 
New York home ground, carrying the 





































ners betray an astonishing lack of judg- : 























battle past the Republican primaries _ 
Straight to a potential presidential cam- 
paign. Mr Bush’s forays into the New. 
Right, say his advisers, have split the 
group's political allegiance, possibly neu- 
‘tralising it as a deciding force in nominat- 
ing a candidate. And, add some support- 
ers, now that Mr Bush has scattered the 
Opposition in a dirty war, he will be free 
to move on to cleaner and loftier things. 
Yet the right wing of the Republican 
party, composed of many disparate ele- 









- ments, was divided over its next presiden- 


tial candidate long before Mr Bush 
launched his guerrilla campaign. And the 
promise of a better Bush to. come would 
be more convincing if the. vice-president 
had indicated in which direction he would 
like to:move, or which causes he wishes to 
make his own. . g ch 

When Mr Reagan was: asked at h 
press conference. on Tuesday to name = 
specific issue on which Mr Bush had 
influenced his thinking, he dodged the 
question by saying that his vice-president 
was involved in all the policy-making; 
people do change their minds, he said, 
and Mr Bush was now heart and soulin: — 
support of everything the administration - 
was trying to.do. Since itis not always 
clear what this is, there are plenty of 
causes in search of a crusading voice 
within the administration. A vice-presi- 
dent is hobbled by the required loyalty to 
his boss but, even so, a resourceful politi- 
cian might be sniffing the trends: the. 
American public’s gathering concern 
about the country’s poor, for instance, 

Mr Bush’s attempts to disguise himself 
in street fighter’s clothes have probably 
been brought to an end by “Mr Will’s 
blast; the-vice-president is now likely to 
concentrate on establishing a less incon- 
gruous ‘political identity. But historic 
precedent weighs against his success 1 
1988. Thirteen vice-presidents have gone ` 
on to the top office but nine of them did 
so through the death or ‘resignation: of 
their president: Martin Van Buren in 
1836 was the last man to run. successfully 
for president while: serving as. vice- 
president... i A 
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High-speed, low-cost communications with your foreign 
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* Advanced electronic messaging service 
* Local-dial access in more than 50 countries 
e Quick-to-learn, easy-to-use system 
* No monthly minimum 
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-For a brochure or for information on NETWORK 
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George E. Marx, NETWORK Manager 
One World Trade Center, 55th Floor 
_ New York, NY 10048 USA ; 
JTL (2142) 466-8284, Telex 285 472 WINY UR 
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@The Guinness Mahon Managed 
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- in the world, there are 
always opportunities for profitable 
investment. But with literally hundreds of 
offshore trusts and bonds on offer, and the 
difficulties of obtaining accurate and detailed 
investment information, how do you choose? 
i The Schroder International Portfolio 
yy pom ‘ment Service offers a choice of 

' cognise the need for expert 
the choice of investment sectors ` 
tis a discretionary service within . 
your portfolio can be constructed. 
entirely from Schroder offshore funds at no 
extra charge, (of which there are 19 covering 
all major markets and currencies) or . 
alternatively, the Schroder funds can be 
limited to a maximum of 50% for a small 
annual fee. In this case the balance of your 
portfolio would be made up from funds of at 
least three other leading groups. Clients may 
also obtain an overdraft of up to 63% of the 
bid value of their Schroder portfolio. 
_ Schroders have offices in all the world’s 
principal financial centres and a reputation 
for above-average investment performance. As 
‘advisers to many international, commercial 
and industrial organisations as well as to 
pension funds and private investors we. 
currently manage assets exceeding £10,000 
million. 
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cratic senator, Mr Thomas Eagleton, has 
set off what promises to be a hard-fought 
contest between two popular candidates: 
a Republican former governor, Mr Chris- 
topher “Kit” Bond and the Democratic 
lieutenant-governor, Mrs Harriet Woods. 

The photogenic Mr Bond is a born- 
again conservative in the mould of Mr 
George Bush. Once a young upstart who 
enraged those on the far right, he now 
accepts most of their agenda. He is partly 
responsible for Missouri’s Republican re- 
surgence. In 1970 he won the state audi- 
tor’s race to become one of the first 
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Republican office-holders and, at 30 
years old, also one of the youngest. When 
he won the governorship two years later 
he was acclaimed as future presidential 
material. His first term went so smoothly 
that he was stunned to lose his re-election 
bid in 1976. He returned, toughened, to 
regain the post in 1980. He set his Senate 
campaign in motion a year ago after 
handing over the governorship to another 
Republican, Mr John Ashcroft, though 
he opened it formally only last week. 

His opponent, Mrs Woods, also has a 
series of Missouri firsts in her record: first 
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woman state senator, first woman in 
statewide office and first to come close to 
defeating a Republican senator (she lost 
by only 30,000 votes to the incumbent 
John Danforth in 1982 after being target- 
ed by anti-abortion groups). She was one 
of four Democrats chosen to appear in 
the party’s televised response to last 
week’s state of the union address (her 
earlier career was as a St Louis television 
personality). Mrs Woods does not hide 
her liberal politics. Her support has come 
from the usual Democratic mix of blue- 
collar workers, small farmers, yuppies, 







A New York taxi medallion means mon- 
ey. You need one if you are to cruise the 
city’s streets for passengers, but the only 
way to get one is to buy it from some- 
body who wants to sell. And since only 
11,787 medallions have been authorised 
by the city’s taxi commission for a popu- 
lation of more than 7m, the price is high: 
about $100,000, which is roughly double 
what it was in 1980. But banks will help 
out, and about 600 medallions change 
hands each year. 

Cabs, however, are never around 
when New Yorkers want them, or so it 
seems. So Mayor Edward Koch has been 
talking of increasing the supply. He 
wants to see an increase of, say, 15% in 
the number of medallions. That would 
bring the number to just above 13,500, 
which was the total sold—at $10 each— 
in 1937, when the freeze on medallions 
went into effect. Some medallion owners 
retired or went into the army, reducing 
the number to the 11,787 at which it 
stands today. Mr Koch has let it be 
known that if the taxi owners, who are 
well organised, would accept an increase 
in medallions, he would agree to an 
increase in fares. 

The difference between taxi fares on 
the one hand and bus and subway fares 
on the other used to be pronounced, In 
1980, the initial charge for the first one- 
ninth of a mile in a taxi was raised to 
$1.00, with 10 cents more for each addi- 
tional ninth. That same year, public- 
transport fares went from 50 cents to 60. 
Taxi charges went up by a single 10 cents 
in 1984, to $1.10 for the first one-ninth. 
But public-transport fares are now at 
$1.00. The result is that taxis are no 
longer regarded as a luxury but as an 
alternative to public transport, especially 
for short distances or when two or three 
people share a cab. 

The trouble is that, because of the 
freeze on medallions, there are not near- 
ly enough taxis to go around. Many taxi 
drivers prefer cruising in downtown and 
mid-town Manhattan, where they have 
the likelihood of short trips—and fre- 
quent tips—as well as the greatest con- 
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New York’s frozen taxis 


NEW YORK 


centration of passengers. Many do a 
brisk business going to and from New 
York’s airports. That leaves few to ser- 
vice the upper reaches of Manhattan or 
the outlying boroughs. Those areas have 
been largely given over to either expen- 
sive private companies or gypsy cabs, 
which are unlicensed and frequently un- 
insured. Even in mid-town Manhattan 
limousines can be seen at rush hour or at 
theatre time prowling for passengers at 
two or three times the cost of a taxi. 

This state of affairs benefits neither 
the city nor the passengers. But do taxi 
owners, who are clearly thriving as the 
soaring cost of medallions testifies, merit 
a further windfall? Some say that any 
fare increase ought to be fully taxed by 
the city to benefit public transport and 
that the city should hold an auction of 
new medallions, making a killing of its 
own with the proceeds. Others say that a 
proportion of any medallions should be 
reserved for disadvantaged groups, 
whether Vietnam veterans, blacks or 
Hispanics. 

Most medallions these days are bought 





A bargain, if you can get one 


by recent immigrants—Russians, Kore- 
ans, Iranians, Latin Americans—who 
can put up $10,000-20,000. Despite hav- 
ing to attend courses in geography and 
manners, most new drivers speak little 
English and have scant knowledge of the 
city. Yet buying a medallion is tanta- 
mount to owning a small business that 
provides a steady income. In fact, some 
immigrant families run a taxi up to 20 
hours a day seven days a week, and can 
pay off the cost of their medallion rela- 
tively quickly. 

In the midst of a municipal corruption 
scandal, Mr Koch has little time to 
devote to taxis. He has pointed out that 
Mr Stanley Friedman, the boss of the 
Bronx Democrats who is under fire for 
using his influence to secure a contract 
for a company whose performance has 
proved inadequate, is also the chief lob- 
byist for the taxi industry. Mr Friedman, 
according to Mr Koch, has the power 
with the city council to block legislation 
that he regards as unfair to the taxi 
owners, In the end the number of medal- 
lions may be increased slightly in return 
for a modest increase in taxi fares. And 
thousands of New Yorkers will continue 
to grumble about the chronic shortage of 
taxis. 
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AMERICAN SURVEY 


and blacks. Although her opponents 
brand her as a quiche eater, she is at 
home in bowling alleys. 

Record amounts of money, much of it 
out-of-state, have already poured into the 
Bond and Woods campaigns. Both sides 
expect to spend more than $4m. President 
Reagan underlined the importance of the 
Missouri race in the Republican effort to 
keep control of the Senate by going to St 
Louis on Wednesday for a $500-a-plate 
lunch opening Mr Bond's campaign. 


Immigration 


Fairer entry for free 
thinkers 


WASHINGTON, DC 


The American Bar Association is no 
radical hotbed. But it does have eminent 
civil-rights advocates among its members 
and this week they succeeded in getting 
the ABA to follow the writers’ organisa- 
tion PEN in endorsing a reform of the 
McCarran-Walter (Immigration and Na- 
tionality) Act. The obnoxious wording of 
this 1952 law rules anarchists, polygamists 
and communists ineligible for entry to the 
United States. But it also ends up keeping 
out people like Mr Dario Fo, Mr Régis 
Debray and, because they refuse to sub- 
mit to a repugnant screening procedure, 
Mr Graham Greene and Mr Gabriel 
Garcia Marquez. 

The ABA is pushing against a partly 
open door. When the secretary of state, 
Mr George Shultz, spoke to a disapprov- 
ing PEN congress in New York last month, 
he announced a “significant change in 
policy”: that there is now “‘a strong pre- 
sumption” against denying visa applica- 
tions from writers and artists for foreign 
policy reasons. He added: “No denial is 
ever based on a person’s abstract beliefs.” 
Many writers and other intellectuals, and 
many public-interest groups concerned 
with the freedoms to travel, meet and 
exchange ideas, refuse to believe this. 

The State Department has long lived 
with the difficulty of administering the act 
sensibly, knowing that every now and 
then it is bound to put a foot wrong. To 
the civil-liberties groups the difficulty is 
the law itself, which they want drastically 
rewritten and curtailed. A bill introduced 
in the House of Representatives last year 
by Congressman Barney Frank of Mass- 
achusetts would do this. Mr Frank, to- 
gether with Congressman Howard Ber- 
man of California, has also proposed 
legislation to bring the United States in 
other ways into closer conformity with 
parts of the Helsinki agreement of 1975 
that discourage limits on travel, including 
travel by Americans, and on information, 
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including foreign papers and films. 

Congress responded to Helsinki in 
1977, when the McGovern amendment 
liberalised the procedure for granting 
waivers to people strictly excludable un- 
der the McCarran-Walter act. By now, 
waivers have become the almost general 
rule, and Mr Shultz as secretary of state 
seems to have insisted personally on cut- 
ting the exclusions down. Although 
47,574 applicants for visitors’ visas last 
year were found ineligible in a strict 
sense, 46,788 were given waivers. Impres- 
sive as they are, the figures do not ap- 
pease the friends of the 786 who either 
were refused, or gave up in disgust. 

An earlier congressional response was 
the setting up in 1976 of the Helsinki 
Commission, a mixed body of senators, 
congressmen and administration officials, 
to watch over the powers’ observance of 
their pledges of respect for human rights. 
It was naturally supposed that the com- 
munist powers were the ones to be 
watched; and so, for the most part, they 
are. Last week, however, the commission 
found itself hearing a string of complaints 
of wrong denials of visas, and unneces- 
sary obstruction of the flow of scientific 
and even of cultural information, by the 
United States. 

The bar association’s proposed revi- 
sions are moderate enough. A foreigner 
invited to the United States to speak or 
join in a discussion, it says, should not be 
kept out solely because of political beliefs 


Taking over town 


“Make my day... ”’, says the former 
actor, Mr Ronald Reagan, borrowing 
from the present film star, Mr Clint 
Eastwood. Now Mr Eastwood, that lean 
tough-guy hero, is proposing to follow 
Mr Reagan into politics. He is starting 
small: he wants to be mayor of the ge 
pine-sheltered village in northern Cali- 
fornia, Carmel-by-the-Sea. 

On April 8th he will be taking on the 
two-term incumbent, Mayor Charlotte 
Townsend. Cozy Carmel, where Mr 
Eastwood, when not on location, has 
lived comfortably for 14 years, is tiny 
(4,700 residents), pretty and obdurately 
old-fashioned: it has no parking meters, 
street lights, numbered addresses or 
postal delivery. A lot of the people who 
live there like it that way and they will be 
backing Mrs Townsend. Mr Eastwood, a 
mild-mannered man who claims to have 
great respect for Carmel’s peace and 
quiet, would like to see things run a little 
more efficiently. “I find a negative atti- 
tude has come over this community of 
late—a pall,” he said; “I don’t like it.” 
The pall may have had something to do 
with the difficulties Mr Eastwood has 





or associations or because of what he was 
likely to say when he got in. It goes on to 
enumerate many grounds on which nev- 
ertheless a visa may be refused, including, 
for example, the interest of foreign rela- 
tions, which was the ground for the cele- 
brated refusal of a visa to Mrs Hortensia 
Allende, the widow of the murdered 
Chilean leader, when she was invited for 
one of her lecture visits. 

As a rule the ABA is careful to clear 
with the State Department any motions it 
may have in mind that touch on foreign 
policy. The ABA's individual rights section 
did so on this occasion. It paid heed to the 
department’s worries about terrorists, 
and to its desire to keep freedom of action 
for reasons of diplomatic convenience 
when those might arise. After much re- 
drafting, and after the matter had gone to 
Mr George Shultz personally, it got th 
department’s agreement that the redrafi 
ed resolution would do no harm. 

What this means is that the secretary of 
state has agreed in principle to a new 
amendment of the McCarran-Walter act, 
narrowing the grounds on which foreign 
writers and intellectuals may be stopped 
from visiting the United States. But 
amending the law is a parliamentary pro- 
cess, by no means automatic. It could 
start with Mr Barney Frank’s bill, or 
somewhere else, and it could take a short 
time or a long one. The conditions for a 
reform of this ancient anachronism do, 
however, seem at last to be in view. 


SAN FRANCISCO 


encountered in building an office next to 
the ular restaurant he owns in the 
middle of town. His irritation with fiddly 
environmental regulations, shared by 
many Carmel businessmen, prompted 
the actor to run for office. 








There is a paradox at the heart of the public 
view of State education—especially com- 
prehensive education. 

On the one hand, there is a general 
feeling of discontent and unease about the 
achievements of the State schools. On the 
other, people who actually have children in 
them seem to be satisfied, even pleased, 
with what is happening to their particular 
children in their particular school. And in 
many cases these contradictory emotions 
must co-exist in the same breast. 

Why should this be? 

My theory is that an important 
factor in the creation of this paradox is the 
poor quality of schooling too often 
available in the metropolis. It is London 
where the establishment, the media, the 
opinion formers and the rest of the 
nationally influential live and move and 
have their being, and perhaps send their 
children to school — though not infrequently 
buying their way out of the State system for 
which they are largely responsible. And it is 
from London that most of the horror 
stories of poor results, breakdown of 
discipline, obtrusively politicised teachers, 
etc, etc, flow to cause uneasiness. 

But it’s not like that in the real 

land. 


PRIDE OF THE COMMUNITY 

In the shires, the market towns, the 
provinces generally, schools at all levels are 
largely orderly, happy communities of 
children and adults, learning, playing and 
working together. Artistic and sporting 
activities go on and develop and flourish to 
be the pride of the community. Young 
people pass their O levels and A levels and 
CSE’s, go to university or polytechnic, take 
apprenticeships, get jobs, join YTS 
schemes. In between, they paint the old 
folks’ home, do sponsored runs for charity, 
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by Brian Tyler 


play football, go disco dancing. When the 
local authority cannot or will not afford 
money for computers or a swimming pool, 
the parents all do their bit, the local 
shopkeepers and small businessmen write 
their cheques for £50 or £100, or give TV 
sets to be raffled. 

Anyway, it’s certainly like that in the 
Corby of my experience. 

Of course, there are things unique to 
Corby that help. To begin with, Corby has 
the important advantage of its large 
Scottish population, now y second 
and third generation. There is no doubt 
that the traditional Scottish respect for 
education is an important element in the 
serious attitude of both children and 
parents towards schools and schooling. 

RICH DIVERSITY 

Secondly, for a biggish town, Corby 
has remarkably retained a ‘village’ atmos- 
phere. Indeed, it is somewhat like an 
agglomeration of four or five small villages, 
each served by its cluster of infant, junior 
and secondary schools. Each set of schools 
has developed its characteristic ethos, 
ranging from the traditional academic to 
the liberal progressive, to give the eclectic 
parent a range of distinctive choices. And 
because of the ‘urbs in rure’ intimacy of the 
town, all of the schools are confident, have 
high morale and cooperate well. 

Thirdly, Corby’s schools are part of 
the rich diversity of all the schools in its 
county of Northampton. In this rich 
diversity there are little village primaries 
like Cottingham, with three teachers and 
60 children; and showpiece infant and 
junior schools— brilliantly innovative and 
progressive—like Danesholm in Corby. 
There are 40 or so secondary schools in 
Northamptonshire, many of them achiev- 
ing exam results that far exceed the 





Brian Tyler, a self-styled ‘late developer’, left 
school at 16. He served in the RAF and the 
City before equipping himself with a Cert Ed 


at a Leicester College. During his first 
teaching job he read for a part-time degree 
course at London University, and took a First 
in English Literature. Brian Tyler was 
appointed Headmaster of Corby’s Kingswood 
School in 1979. A modern comprehensive for 
1,000 pupils in the 11 to 18 age range, 
Kingswood was the subject of a BBC2 


television series. 


national averages, some boasting individual 
activities that have won fame beyond their 
county’s boundary—such as the Beanfield 
Corby Brass Band and the world-famous 
space tracking station operated by 
Kettering boys. 


ROUND THE CORNER 


Finally, and back to Corby, its 
secondary schools are not bedevilled by the 
drift of middle class children away to the 
independent sector. Thus, the comprehen- 
siveness that derives from the mix of social 
classes remains intact, to the benefit of all 
the children. 


There are illustrious public schools 
on Corby’s doorstep — Uppingham, Oundle 
—and there are some quite respectable 
independents such as Kimbolton and 
Wellingborough, all of which drum up 
their clientele from all over the Kingdom. 

But Corby locals send their kids to 
the State school round the corner 
—doubtless because they are satisfied with 
what they get there. 


Which brings me back to the point 
from which I began. 


This article is the fifth in a series. They will 
be published together as a brochure entitled 
The Ecorbyist. Copies will be available from 
Corby Industrial Development Centre, Douglas 
House, Queens Square, Corby, Northants. 
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The Mafia is not dead 


FROM OUR ROME CORRESPONDENT 
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Caged but not yet cracked 


One day, says the mayor of Palermo, Mr 
eoluca Orlando, he will be happy to give 
iterviews about the historic monuments 

of his city. For the time being, Mr Orlan- 

do accepts that he will have to give 
interviews about the Mafia. During the 
months to come the Palermo building 
most people will be inclined to call histor- 
ic is the fortress-like new courtroom on 
the city’s sea-front where the trial of 468 
alleged Mafia members began on Febru- 
ary 10th. On trial, together with their 
underlings, are the men said to be the 
heads of Sicily’s Mafia families, the mem- 
bers of the organisation's semi-mythical 
cupola (“commission”), Between them, 

they are accused of having arranged 97 

murders in Palermo and of having estab- 

lished a near-monopoly on the supply of 
heroin to the United States. 

That the trial is being held at all is 
considered a triumph both by the local 
authorities and by the government in 
Rome. “The Mafia has challenged the 
state, and lost,” declares Italy’s prime 
minister, Mr Bettino Craxi: “The great 
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trial which is about to be held is the 
symbol of this defeat.” Alas, claims of 
victory may be premature. As an array of 
grim plaques in Palermo point out, the 
trial has already cost the lives of various 
policemen and magistrates killed in the 
course of their inquiries. More ominous- 
ly, 115 of the people accused in Palermo 
are still on the run, and have to be tried in 
absentia. 

But if the Mafia has not been entirely 
defeated, it is paying dearly for its brutal- 
ity—in particular, for the murder, in 
September 1982, of the prefect of Paler- 
mo, General Carlo Alberto Dalla Chiesa, 
together with his wife. The government's 
reaction to that massacre was a set of 
special anti-Mafia laws. 

These new laws gave the small group of 
Sicilian investigators who made the pre- 
sent trial possible a powerful new weapon 
in their apparently unequal battle against 
the island’s gangsters. All of those now on 
trial in Palermo have to answer the charge 
of being members of a Mafia organisa- 
tion, which the new legislation has made a 


criminal offence. Investigators also have 
wide powers to override bank secrecy in 
their search for the Mafia’s funds. Per- 
haps most damaging of all is the courts’ 
new power to confiscate Mafia property. 

Much of the evidence presented in 
Palermo over the next few months will be 
financial. But for all the investigative 
rigour of men like the Sicilian instructing 
magistrate, Mr Giovanni Falcone, who 
led the inquiry on which the trial is based, 
they would, by their own admission, still 
be nowhere had it not been for the 
confessions of a prestigious one-time Ma- 
fia member, Mr Tommaso Buscetta, in 
the summer of 1984. Mr Buscetta, who 
had lost many of his relations in a bloody 
gang war, reckoned he had little more to 
lose. Other arrested Mafia members later 
added their testimony to his. The omerta, 
the Mafia’s code of silence, had been 
broken, 

The hundreds of arrests which followed 
enabled the Sicilian police to score their 
first major success against the Mafia in 
years—a performance then reinforced by 
the cracking of the so-called “pizza con- 
nection”. This was the New York-based 
heroin trafficking ring which supplied the 
American market with Sicilian-processed 
heroin, whose members went on trial in 
New York last year. Mr Buscetta has 
already given evidence in New York, and 
is expected to testify, together with other 
Mafia witnesses, in Palermo, where he is 
also a defendant. 

Mr Buscetta and the other Mafia turn- 
coats revealed both the Mafia’s brutal 
rituals and the organisation which gives it 
a powerful grip, through fear and persua- 
sion, on the lives of an enormous number 
of people. He also confirmed that the 
Mafia is not merely a Sicilian concern. Mr 
Giuseppe Calo, the one-time head of the 
Palermo family to which Mr Buscetta 
once swore allegiance, who is now 
charged with 69 murders, was living in 
Rome at the time of his arrest, having 
built up his fortune through property 
deals in Rome and in tourist resorts in 
Sardinia. 

According to Mr Falcone and his col- 
leagues, however, Palermo remained one 
of “the criminal capitals of the world”, 
with disastrous consequences for Sicily’s 
economy and its political life. Sitting 
aloof from the rest of the defendants at — 
the opening session of the trial on Mon- 
day was Mr Ignazio Salvo, once a licensed 
tax-collector on behalf of the Italian state 
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Securicourt 


FROM OUR ROME CORRESPONDENT 


The measures taken to guard the Paler- 
mo trial are a testimony to the Mafia’s 
murderous strength. An extra 1,000 po- 
licemen have been drafted to Palermo to 
add to the 1,000 local officers assigned to 
the operation. About 250 of them are 
deployed within the prison perimeter 
where the specially-built concrete court- 
room has, for security reasons, been 
sited. Another 500 policemen are man- 
ning roadblocks or acting as armed 
guards for the bullet-proof cars in which 
the judges and 16 jurors are carried to 
court for every sitting. 

Nothing has been left to chance. Ten 
replacement jurors sit behind their six 
“active” colleagues in case any of them 
should go absent or sick, and the judge, 
Mr Alfonso Giordano, his assistant 
judge, the prosecutor and the court clerk 
are each flanked by a stand-in. There is 
sitting room for 300 lawyers between the 
judge and the 30 steel cages protected 
with bullet-proof glass which have been 
prepared for the most important of the 


and one of Sicily’s richest businessmen, 
now accused of being a Mafia member. 
One of the principal defendants at a 
second Palermo Mafia trial due to begin 
later this year, in which more than 300 
defendants will have to answer for over 40 
murders, will be an ex-mayor of Palermo, 
Mr Vito Ciancimino, who is also accused 
of being a member of the Mafia. 

The intrusive presence of cameras and 
journalists at the trial is worrying the 
judges, who wish to protect the jury; it is 
also disturbing many Sicilians, who feel 
that their island has itself been put on 
trial. But if Sicilian sensitivities are some- 
what ruffled by the publicity, most Italian 
readers and viewers are riveted by it. 
About 20m people are reckoned to have 
watched a television serial about the fight 
of a fictional police officer against the 
Mafia. The daily reports of the Palermo 
trial promise to provide a continuation of 
that drama—with the chilling difference, 
in the words of an Italian philosopher and 
senator, Mr Norberto Bobbio, that “this 
is the truth, this is Italy today”. 

There are signs of change in Sicily, for 
all that. In the local elections last year 
Christian Democratic candidates commit- 
ted to a clean-up of their party won an 
encouraging number of votes. Mr Orlan- 
do was one of those candidates. As mayor 
of Palermo, he would like to look forward 
to a brighter future for his city while the 
court pores over the grim pages of Paler- 
mo’s past. One of his difficulties is how to 
cut an unemployment rate among the 
highest in Italy; the city’s joblessness has 
made it easier for the Mafia to find new 
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accused who are in court. Three cages 
are set aside for 30 one-time Mafia 
members who have testified against the 
organisation. 

Most of the accused will be escorted to 
and from the court through a concrete- 
lined tunnel linking it to the prison. 
Protected witnesses will be housed, to- 
gether with the police, in three requisi- 
tioned tower blocks in the city. Access to 
the court is limited to accredited lawyers 
and journalists. Policemen equipped 
with metal-detectors man every check- 
point, and closed-circuit cameras scan 
the building. 

The cost of the courthouse alone is 
estimated at 30 billion lire ($19m). The 
cost of the accommodation for the extra 
policemen imported into Palermo for the 
trial is charged to the regional authori- 
ties, which have also offered to pay legal 
fees for victims of the Mafia who choose 
to sue for damages. Most Sicilian taxpay- 
ers would probably agree that it is money 
well spent. 





recruits. Both the government and the 
EEC have promised investments in public 
works as an alternative to the money 
distributed around the local economy by 
the Mafia. 

But with their city under siege, and 
many of the most important known Mafia 
members still on the run, few Sicilians 
believe the bad old days are quite over. 
On Monday, while a court clerk read out 
the names of the accused, Mr Orlando sat 
in a front pew of Palermo’s cathedral as 
Cardinal Agostino Pappalardo called on 
the faithful to pray for justice. “Courage, 
Palermo! Courage!”, concluded the car- 
dinal. The Mafia is not dead yet. 


The Shcharansky swap 


Non-spy who came 
in from the cold 


FROM A SPECIAL CORRESPONDENT IN BERLIN 


Although the Soviet government released 
Mr Anatoly Shcharansky on February 
11th, it is keeping up the pretence that it 
had imprisoned him as a spy. The absur- 
dity of this charge has been obvious ever 
since his arrest in 1977 and sentencing in 
1978. His real offence was his open activi- 
ty, as a founder-member of the Helsinki 
committee in Moscow, in revealing viola- 
tions of the solemn promises to respect 
basic human rights that Leonid Brezhnev 
gave in 1975—and, although Mr Shchar- 
ansky was one of the many Soviet Jews 
who had been refused permission to emi- 


grate, he had spoken up for all the KGB’s 
victims, Jew and Gentile alike. 
Apparently, however, the false charge 
of espionage has now made it easier for 
the Soviet authorities to agree to his 
release without losing too much face, by 
blending it into an exchange of suspected 
and convicted spies at a little-used bridge 
on the border between West Berlin and 
East Germany. Back in 1962 the Glien- 
icke bridge had been the ideal location for 
a discreet exchange, in the middle of the 
night, of Mr Francis Gary Powers, the 
captured American U-2 pilot, for the Sovi- 
et spy known as Rudolf Abel. This time it 
was different. The Russians, wanting to 
stress the spy-exchange theme and seek- 
ing maximum publicity for their decision 
to release Mr Shcharansky (for their 
motives, see box on next page), had 
allowed ample advance notice to be giv 


en. Dozens of reporters had been watch 


ing the bridge for ten days. 

Yet, when the actual exchange took 
place, in broad daylight, the journalists 
were kept well away. They could see, 
from afar, no more than the American 
ambassador in Bonn ushering Mr Shchar- 
ansky into the embassy car, and then, 20 
minutes later, the arrival of three more 
men with suitcases as they climbed into a 
more anonymous bus. 

Mr Shcharansky was flown to Frank- 
furt and there reunited with the wife 
whom he had last seen on the day after 
their marriage in 1974 (the Soviet authori- 
ties had suddenly gave her an exit permit, 
telling her that she must leave at once and 
that he would soon be following her). The 
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Why they let him go 


The release of Mr Anatoly Shcharansky 
cannot be taken as a sign that the Soviet 
government is going to treat its dissi- 
dents more humanely, and to respect its 
own public commitments to allow Rus- 
sians such elementary rights as freedom 
to leave the country. Only three days 
earlier Mr Mikhail Gorbachev himself 
had declared that Mr Andrei Sakharov 
was living “in normal conditions” and 
added—for the first time in official Sovi- 
et pronouncements—that he would nev- 
er be allowed to go abroad because he 
knew important state secrets. New re- 
ports from Moscow and Leningrad tell of 
the continuing relegation to Russia’s 
pseudo-psychiatric jails of pacifists and 
other protesters. 

Why, then, have the Soviet authorities 
freed a Shcharansky from the grip they 
still maintain on a Sakharov, an Orlov, a 
Koryagin, a Begun, a Kovalev and many 
hundreds of less widely known Soviet 


dissidents? And why did they desire so 
much publicity for this week’s exchange 
of prisoners? Clearly, one of the motives 


pair were promptly flown on to Israel, 
where Mr Shcharansky received a hero’s 
welcome. 

The 20-minute gap between Mr 
Shcharansky’s release at the Glienicke 
bridge and the exchange of eight agents 
there did not provide as clear a distinction 
as the Americans would have liked. In the 
past they have refused to trade captured 
spies for civilian prisoners from the Soviet 
side, but this time they and the West 
Germans made a concession on this 
point. The West German government 
spokesman argued that the Russians 

wuld not have released Mr Shcharansky 

less they got back some of their spies 
and that his release was worth this on 
humanitarian grounds. American officials 
stoutly denied that a damaging precedent 
had been established by this kind of deal, 
saying it was justifiable “if you can pop 
one of these guys loose”. 

In the exchange that followed Mr 
Shcharansky’s release, three of the five 
people going eastwards had been accused 
or convicted of spying in West Germany. 
They were a Soviet computer specialist, 
an East German accused of recruiting 
West German students as agents, and a 
Polish secret police colonel. The other 
two were a Czechoslovak who had been 
sentenced in America for infiltrating the 
CIA and betraying its agents, and his wife. 
The three men who came westwards were 
two Germans who had been jailed for life 
in East Germany on charges of spying for 
West Germany and the United States, 
and a Czechoslovak who had been sen- 
tenced to 13 years for helping other 
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for making any such exchange is the 
KGB’s need to reassure its agents in the 
West that, if caught, they may still be 
extricated. The tireless campaign on be- 
half of Mr Shcharansky led by his wife, 
who was allowed to go to Israel 12 years 
ago, has also made his case exceptionally 
prominent in Jewish eyes. It could thus 
have relevance to the Gorbachev gov- 
ernment’s wish to obtain a stronger influ- 
ence in Middle East affairs. 

Although the Russians have had no 
formal relations with Israel since 1967, 
they have for more than a year been 
promoting informal contacts, including 
last July’s ambassadorial talks in Paris, a 
subsequent visit to Moscow by Mr Edgar 
Bronfman, the president of the World 
Jewish Congress, and meetings in New 
York betwen the Israeli, Bulgarian and 
Hungarian foreign ministers. The Rus- 
sians’ aim is, presumably, to develop 
discreet links with Israel without impair- 
ing their claim to be the great champion 
of its Arab foes. Permitting Soviet Jews 
to emigrate in large numbers would not 


Czechoslovaks to escape. 

A few days earlier three West German 
business executives who had been jailed 
in Russia on bribery charges were re- 
leased. The Bonn government insisted 


French election 
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EUROPE 


serve that aim; but the release of a single 
prominent person may well do so. 

The Soviet action has also to be 
viewed against the background of Mr 
Gorbachev's recent hints of unwilling- 
ness to have a second summit meeting 
with President Reagan until the Ameri- 
cans concede one or more of his de- 
mands in the field of arms control. 
Unlike the granting of permission for 
Mrs Sakharov to go abroad for medical 
treatment, which was announced before 
the November summit and suited its 
relaxing atmosphere, the freeing of Mr 
Shcharansky seems to have been timed 
to accompany these new hints of a hard- 
ening Soviet attitude. 

The fact that Mr Andrei Gromyko is 
no longer running the Soviet diplomatic 
machine does not mean that it has aban- 
doned its familiar technique of playing 
rough and smooth at the same time. The 
old message can still be read: “See how 
nice we can be, or how nasty, according 
to which way you behave.” The machine 
still plays a long-drawn-out chess game, 
in which individual people—especially 
prisoners—are used as pawns, and ruth- 
lessly sacrificed. 





that this transfer should be separated 
from the main exchange, not wishing to 
give Russia any encouragement to use 
western civilians as hostages whenever it 
wants to retrieve captured Soviet agents. 


God protect me from my friends 


FROM OUR PARIS CORRESPONDENT 


Mitterrand, Marchais, Giscard, Chirac, 
Barre . . . French children can recite the 
names like an old nursery rhyme. France 
may never have had a more familiar 
election cast. All the main parties cam- 
paigning for the parliamentary election 


Graceful gestures are getting Giscard nowhere 


on March 16th are led by veterans whose 
faces have graced France’s billboards and 
television screens for a dozen years or 
more. Even Mr Jean-Marie Le Pen of the 
extreme right has been on the political 
scene much longer than his party, the 
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National Front. Familiarity seems to have 
bred some of its usual consequence, at 
least within the conservative opposition. 
Internal division now appears to be the 
right’s worst enemy in its attempt to oust 
the Socialist government on March 16th. 

The most enduring figure on the right is 
ex-President Valéry Giscard d’Estaing. 
But he is no longer the most powerful. 
That title is shared by Mr Jacques Chirac, 
the neo-Gaullist chief, who has a formida- 
ble power base, and by Mr Raymond 
Barre, a former prime minister who con- 
sistently comes top of the national popu- 
larity charts. Mr Giscard d’Estaing’s con- 
cern is to keep a workable conservative 
coalition together so that the right can 
start governing next month if (or when) it 
regains a parliamentary majority. The 
latest opinion polls show the combined 
right, excluding Mr Le Pen’s forces, tak- 
ing around 310 of metropolitan France’s 
555 seats in the National Assembly. 

But the closer polling day gets, the 
more open the rift becomes between Mr 


Barre on the one hand and Mr Chirac and 
Mr Giscard d’Estaing on the other. The 
line-up is curious, not only because the 
latter two were once famous foes. Mr 
Barre and Mr Giscard d’Estaing are sup- 
posedly teamed as co-champions of the 
conservative Union pour la Démocratie 
Frangaise (UDF) which vies for domi- 
nance on the right with Mr Chirac’s 
bigger Rassemblement pour la Républi- 
que (RPR). In recent days Mr Barre has 
turned more outspoken than ever in his 
refusal to join any conservative govern- 
ment that agrees to share power with 
President Mitterrand (the Socialist presi- 
dent’s term, theoretically unaffected by 
the parliamentary election, does not end 
until 1988). Mr Barre insists that Mr 
Mitterrand must retire immediately if his 
Socialists are beaten. 

Mr Giscard d’Estaing, truer to the 
constitution he once safeguarded as presi- 
dent, argues that Mr Mitterrand cannot 
be kicked out if he wants to stay (which he 
does) and that the right, responding to 


No deal with the terrorists 


FROM OUR PARIS 


Behind the recent spate of terrorist 
bombings in Paris, French authorities 
believe, is a clash of wills between Presi- 
dent Mitterrand’s government and the 
Middle East’s sponsors of terrorism. It is 
a fairly straightforward conflict, but all 
the trickier to resolve for that. France 
has several terrorists in its jails; their 
friends hold four French hostages in 
Beirut. The terrorists’ masters want to 
do a swap which Mr Mitterrand is resist- 
ing. In the hope of softening him up for a 
bargain, they have been planting bombs 
around Paris. 

Three explosions last week injured a 
score of people in Paris stores and shop- 
ping galleries. Another bomb set to rock 
the Eiffel tower was discovered and 
defused. The four bombs are thought to 
be the continuation of a terrorist cam- 
paign which caused many injuries in two 
leading Paris department stores before 
Christmas. Because the bombs have not 
killed anybody so far, the authorities are 
taking seriously the advice coming 
through terrorist channels that they are 
“warnings” which will be followed by 
more violent attacks unless a deal is 
done. 

The Paris violence illuminates the 
problems which France faces in securing 
the release of the four French hostages— 
two diplomats, a journalist and a scien- 
tist—who were abducted by Iranian- 
backed forces in Beirut almost a year 
ago, and are still in captivity. Hopes that 
they would be freed in the new year 
proved illusory. 

The terrorists are demanding the re- 
turn of three particular colleagues. A 


Middle East “solidarity” unit which 
claims to have carried out the recent 
bombings names them, in messages to 
the press, as: Anis Naccache, a Lebanese 
jailed for life with four others for at- 
tempting to assassinate the Shah of 
Iran’s last prime minister, Mr Shapour 
Bakhtiar, and killing a Paris policeman 
in the process; Abdullah Georges Ibra- 
him, another Lebanese said to head a 
Lebanese terrorist faction’s operations 
in Europe; and, curiously, Varoujan 
Garbidjian, a Syrian-born Armenian 
who led a 1983 attack against Turkish 
Airlines at Orly airport in which eight 
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Shocked, but not prepared to com 


the voters’ will, must form a government 
that is capable of calling the shots even if 
a Socialist is still occupying the presiden- 
cy. Mr Chirac agrees, partly because he 
fears that Mr Barre, and not himself, 
would have the best chance of becoming 
president if a snap presidential election 
were held after next month’s parliamen- 
tary one. 

How to ensure effective conservative 
government? Mr Giscard d’Estaing, now 
60, holds that conservative unity is the 
first requirement. He has made unity the 
core of his campaign. Apparently coming 
to terms with his own modest popularity 
standing, he is no longer proposing him- 
self as potential prime minister. That 
task, he believes, should go to the head of 
the largest party of the right, Mr Chirac. 
He has hinted that he might return to the 
job of finance minister, the role tha 
brought him fame under de Gaulle in th: 
1960s. The policy of free-market liberal- 
ism he offers goes far beyond what he 
practised as president. In a broadcast this 


people were killed. 

The police speculate that the terrorists 
have chosen to step up their bomb at- 
tacks during France’s election campaign 
to embarrass President Mitterrand’s gov- 
ernment and force it to co-operate. If so, 
their calculation is mistaken. Mr Mitter- 
rand is trying, through diplomatic con- 
tacts with Iran and Syria, to get the 
French hostages’ release. But there can 
be no political reward for the president 
in meeting the terrorists’ requests. In a 
dawn round-up on February 12th, police 
took in for questioning 50 people of 
Middle East origin; part of the objective 
seems to have been to create a climate of 
insecurity for terrorists similar to the one 
the terrorists have created for the French 
public, 
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week he pictured himself as “signalman 
for the train of France”—a climbdown 
from the driver’s cabin which he once saw 
as his rightful place. 

When he lost the presidency to Mr 
Mitterrand in 1981, Mr Giscard d’Estaing 
decided to make a comeback from politi- 
cal square one. First he got elected as a 
local councillor in his Puy-de-Déme 
department in central France; later he 
regained his seat in parliament. His in- 
stinct was that of a man trained as a top 
civil servant—to remain “useful” to the 
state. 

If he sees his chief use for the moment 
in preaching conservative unity, his suc- 
cess has been limited. He was instrumen- 
tal in getting Mr Chirac’s RPR to run joint 
lists of candidates with the UDF in close to 
two-thirds of France’s departments. Yet 

'R reticence was never quite overcome. 

1e coalition partners are running com- 
peting lists in some departments which 
send a lot of deputies to Paris. And his 
efforts to bring the stubborn Mr Barre 
into line have got nowhere. 

That became apparent last week in 
perhaps the most jarring episode of the 
campaign so far. Mr Giscard d’Estaing 
invited Mr Chirac and Mr Barre to join 
him in the Puy-de-Dôme for a “unity 
summit”. Mr Chirac said yes. Mr Barre, 
refusing to be tainted by partners who are 
ready to govern with Mr Mitterrand, said 
no. “Too bad. It’s a pity,” said the ex- 
president, cancelling his summit and 
darkly suggesting that Mr Barre’s rebuff 
for conservative unity could make France 
ungovernable. 


Soviet Union 
Two who stay 


. XOM OUR MOSCOW CORRESPONDENT 


Russians hoping for big changes after this 
month’s Communist party congress have 
just thudded back to earth. Despite the 
torrent of words from the Gorbachev 
Kremlin about the need for fresh ideas 
and new faces, two of the most prominent 
members of the old guard still left in the 
party’s Politburo have been reappointed 
to their provincial power bases. 

The round of party congresses in the 
Soviet Union’s various republics that al- 
ways precedes the five-yearly national 
event had been expected to end on Febru- 
ary 8th with the departure of Mr Vladimir 
Shcherbitsky from his job as first secre- 
tary in the Ukraine and of Mr Dinmuk- 
hamed Kunaev from his stewardship of 
the central Asian republic of Kazakhstan. 
These two republics are the biggest out- 
side Russia proper. Both had recently had 
a tongue-lashing from Mr Gorbachev's 
men for corruption and economic ineffi- 
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ciency. In the event, the delegates sat 
quietly through denunciation of failure, 
incompetence and wrongdoing, and then 
reappointed their long-serving party 
bosses. 

Both men were close associates of 
Leonid Brezhnev, who is being increas- 
ingly blamed by the new leadership for 
mismanaging the country in the 1970s. 
Yet in the Ukraine only a sprinkling of 
new faces appeared in the ranks of the 
local Politburo and Central Committee. 
In Kazakhstan many old office-holders 
stayed in power, despite Mr Kunaev’s 
Statement that 500 officials had been 
sacked from his republic’s Central Com- 
mittee apparatus. 

So what went wrong? Both men have 
probably won only a temporary reprieve, 
but they are now unlikely to be bounced 
from the ruling Politburo at the Moscow 
congress. Another Brezhnevite, Mr Vik- 
tor Grishin, the now discredited former 
party boss in Moscow, will probably go. 
One possible explanation for the gentler 
handling of Mr Shcherbitsky and Mr 
Kunaev is that, as out-of-towners, they 
wield only limited influence. Unlike the 
already ousted Grigori Romanov, and Mr 
Grishin, neither poses a political chal- 
lenge to Mr Gorbachev. Mr Kunaev is 
reported to have made a speech pledging 
the loyalty of “all 800,000 Kazakh Com- 
munists” when the party. debated Mr 
Gorbachev's appointment last March. 

All the same, the two men’s survival in 
office testifies to the limits of Mr Gorba- 
chev’s power and the strength of the 
resistance from the nomenklatura officials 
whose comfortable livelihoods have been 
threatened by his new broom. So far Mr 
Gorbachev has reshuffled almost half of 
the 80 or so ministers and chiefs of 
powerful state committees. New regional 
party bosses throughout the country will 
ensure that at least 60% of the new 
Central Committee appointed at the end 
of the Moscow congress will owe their 
promotions to him and his men. They 
need the Central Committee on their side 
if they are to get a grip on the economy 
and push through the changes they want. 
How far those changes are intended to go 
is still not clear. 


Spain 


A fairly popular 
alliance 


FROM OUR SPAIN CORRESPONDENT 





Spain’s largest opposition party, the Pop- 
ular Alliance, is cheerful even though the 
polls seem to show it is bound to lose the 
coming elections, and loyal to its leader 
while realising that he may soon have to 


EUROPE 


be changed. But the party, cobbled hasti- 
ly together after the death of General 
Franco by a group of right-wing politi- 
cians, six of whom had served as the 
general's ministers, used its congress on 
February 7th-9th to move even farther 
from its original role as a club of ex- 
Francoists and dubious democrats. Far 
from advocating a corporate state and 
hating everything foreign, the Alliance 
now supports free enterprise, the disman- 
tling of state industries, and membership 
of the EEC and of NATO. Like Spain itself, 
the Popular Alliance is becoming 
ordinary. 

For this much credit goes to the party’s 
leader, Mr Manuel Fraga Iribarne, the 
only one of the original six ex-Francoist 
ministers still active in the Alliance. At 
the 1977 election it won 16 seats; in 1979 
only nine. Many people thought it was 
unlikely to survive into the 1980s. But in 
1982 the collapse of the governing Union 
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Fraga brought them back to earth 


of the Democratic Centre left the way 
open for the Alliance, with its two small 
satellite parties, to win 105 of the 350 
seats in parliament. Last November they 
won 34 of the 70 seats in the parliament of 
Galicia, Mr Fraga’s home region. 
Predictably, delegates at last week- 
end’s congress enjoyed attacking the So- 
cialist government, especially for its fail- 
ure to create a promised 800,000 jobs, 
and for its about-turn on membership of 
NATO (although the party's tactical deci- 
sion to call on its supporters to abstain in 
next month’s NATO referendum has stuck 
in some members’ gullets). But the real 
task was to present what Mr Fraga called 
“the only alternative to socialism”. Calls 
for reform of the rigid labour legislation 
inherited from Franco’s time were bal- 
anced by calls for reform of the wasteful 
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_ bureaucracy of the social services, anoth- 
r legacy of dictatorship. The party even 
_ decentralised its own procedures, by giv- 
‘ing its president, Mr Fraga, power to 
nominate only 17 members of the execu- 
tive committee, filling the other 30 places 
with individually elected party rep- 
resentatives. 
. The next party congress is due in 1989, 
and the executive committee. will be 
closely watched in the meantime for the 
emergence of a successor to Mr Fraga 
(who is now 64). Mr Miguel Herrero de 
Mijion, a 44-year-old vice-president of 
; party and its parliamentary spokes- 
an, is pulling towards the centre. Mr 
_ Jorge Verstrynge, the party’s 38-year-old 
‘Secretary-general, sometimes makes 
okes and questions conventions: this en- 
livens business but disconcerts some sup- 
porters. Two figures with international 
experience could make come-backs: Mr 
Marcelino Oreja, a member of the Alli- 
ance until his election as president of the 
Council of Europe; and Mr Abel Ma- 
tutes, an EEC commissioner. 
CA general election is due before No- 
rember, this year. Mr Herrero told the 
congress that the Alliance could win. But 
the Socialists have between 40% and 50% 
f the vote, according to the opinion 
olis, and the Popular Alliance has only 
%. A failure to win more seats in 
liament would almost certainly spell 
end of Mr Fraga’s leadership, al- 
ugh he might be exalted to an honor- 
presidency. The Alliance’s break with 





































EC and Turkey 
Looking for a friend 


| FROM OUR ANKARA CORRESPONDENT 


Mr Turgut Ozal, the prime minister of 
urkey, will have more than Turco-Brit- 
sh relations to discuss when he arrives in 
London. on. February 17th. He wants 
nore investment for the liberalised Turk- 
h economy. But mainly he wants British 
ba king for Turkey’s bid to become a full 
iber of the EEC one day. 
 Turkey’s relations with Western Eu- 
rope were virtually frozen after the mili- 
tary takeover of 1980. In the past three 
nonths they have started to warm up 
again. In December the. human rights 
commission of the Council of Europe 
dropped. its arraignment of the Ankara 
vernment.on. charges of human-rights 
iolations. In return the Turks: promised 
t martial law. would be entirely lifted 
thin 18 months, that. some sort of 
amnesty would be introduced,’ and that 
visitors. from. the Council of: Europe 
would be admitted to monitor progress. 
Other gestures have followed. A few days 
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High Styria 
Alpe Adria introduced itself to the world 
in London on February 5th. Alpe Adria? 
Meet an unlikely organisation which, 
while not attempting to redraw the map 
of Europe, is trying to show that national 
frontiers—even ones that run along ideo- 
logical borders—need not rule out a little 
local co-operation. 

Officially described as a “working as- 
sociation” (Arbeitsgemeinschaft), Alpe 
Adria is a club of 11 neighbouring re- 
gions right in the sensitive heart of 


Meet Alpe Adria 
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Lombardy... 
Trentino-Alto 


t9 WGERMANY 


Bavaria... 14 
* Bavacia’s figure is for 1983 





ago a military court acquitted 56 leading 
intellectuals who were accused of violat- 
ing the constitution. 

The human-rights issue will not die 
down in Turkey itself, and has been 
revived by the recently publicised confes- 
sions of a police torturer, Mr Sedat Can- 
er. But the Turkish authorities hope that 
relations with the EEC, within the frame- 
work of the existing association agree- 
ment, may be “normalised” during 1986. 
Mr Ozal recently told a gathering of 
prominent businessmen to be ready. for 
“possible” entry to the Community by 
1996. In the 1970s he was a prominent 
member of the pro-Islamic, right-wing 
National Salvation party, and advocated 
closer links with Turkey's Middle East 
neighbours. He now presents his country 
as a link between the West and the 
Middle East, and seems determined to 
play the European card. 

Domestic politics may have helped Mr 
Ozal-form his new grand design. By the 
end of. this year the future of Turkish 
migrant workers in the EEC is to be 
redefined. An existing agreement states 






Europe. Its members come from four 
very different countries—NATO allies Ita- 
ly and West Germany, neutral Austria, 
and communist but non-align Yugo- 
slavia. They are linked by cu : 
inship and common economic interests. 






with a population of om, 
cember), and its activiti have been 
steadily growing. 
Tourist bodies in the region, for exam- 
ple, have decided to sink such competi- 
tion as there has been between them in 
order to promote the area.as a whole, 
Students and university teachers can get: p. 
a “cultural passport” giving them free © 
access to museums in Alpe Adria. The. 
group claims to be doing its bit to protect 
the area’s forests and soil from acid rain. 
More convincingly, it is looking for in- 
vestors to help witha plan to develop, in 
particular, the ports of Venice, Trieste, 
Koper and Rijeka. 
Alpe Adria has no central organisa- 
tion, only.a:small secretariat and a bud- 
get. for the year which the member 
regions take it in turn to. provide. thas 
to avoid becoming too. conspicuous, 
since that might arouse suspicions among. 
the members’ sovereign bates about 
where the loyalties of th 
republics really 
boost itself while 
ing a low profil è ossi 
ble trick which ! rhaps be per- 
formed only in central Euroj 






















































that free circulation of workers should be 
permitted as from December. The West 
Germans simply will not allow it. Mı 
Ozal’s scheme seems to be that, in ex: 
change for Turkey’s renunciation of im- 
mediate rights to free migration, the EEC. 
should accept in principle Turkey's appli- 
cation for full membership; Even if full 
and-formal accession remains far off, he 
could then claim to his own electorate 
that a golden future lies ahead in Europe. 

There is little enthusiasm on the British 
side—or from any other member of the 
EEC—for Turkish membership of the 
Community (and the Turks did not help 
their case when; in January, they pointed- 
ly omitted Greece froma letter sent to 
EEC governments asking for reactivation 
of the association agreement). 

If Mr Ozal gets the brush-off from Mrs 
Thatcher, will he press on regardless? He is 
aprudent man, reluctant torush hisfences. 
But if he is rebuffed. by Europe, his more 
hot-headed compatriots may try to play the 
Islamic card again, and the West Germans 
will feel freer to impose their own solution. 
on their Turkish guest-workers. oes 
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271,000 KILOMETRES 
OF HIGHWAYS. AND ALL ROADS 
LEAD TO SPENDING POWER. 















271,000 kilometres of high- Transportation and our 
ways. 100,000 kilometres strategic location are just 
of railway track. 60 major two of the many reasons 


one of the world’s most consider the invitation. 
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fall transportation or the today’s land of opportunity 


Canada/U.S. border there 
are 150 million North 
American consumers. 


for profitable business ven- 
tures, send for a copy of 
our investor's handbook. 
Great distances have made Come and see for yourself 
us masters of transportation Plan on attending i 
and communication. In 1983, "OPPORTUNITIES 


Canada’s lorries moved CANADA”. a unique show- 
196.3 million tonnes of case of Canadian industrial 
freight. Our railway system, capability and invest- 

with more track per capita ment opportunities to be 

than anywhere else in the held in Toronto, March 12, 13 


te, gti M % and 14, 1986. We will also 
a send you a brochure on 
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States. And from the Attach your business 
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the St. Lawrence Seaway and post it to: 

moves goods directly to Investment Canada, 
the Atlantic Ocean. Canadian High Commission, 
blithe. A es MacDonald House, 
With the formation o 1 Grosvenor Square, London, 


Investment Canada, the 
Canadian Government has WIXOAB, England, U.K. 


placed the welcome mat 


out to foreign investors. WELCOME TO THE 
NEW SPIRIT OF ENTERPRISE. 
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Make the most of it. 









Alberta has the energy and the 
natural resources. We have one 
of the lowest taxation rates in 
Canada, a highly skilled and 
productive labour force and a 
strong commitment to free 
enterprise. 










Look to dynamic Alberta for 
investment, trade, relocation or 

a holiday you'll remember for the 
rest of your life. 
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CANADA 
Government of Alberta 


Reluctant pioneers 


Canada, with its rich economy and one of the world’s most 
civilised political cultures, is a little too complacent about the 
present and unduly scared of the future. Hugh Sandeman 
argues that if Canadians drew a more careful comparison 
between themselves and the rest of the world, they would be 
more concerned with the urgent, short-term decisions which 
face them and less worried about the long-term consequences 


It is just possible that the world could 
find—to its surprise—that it looks to 
Canada in the next decade or two for a 
vision of how industrial society will devel- 
=p. Canada is debating an opportunity to 

egotiate a free-trade area with the Unit- 
ed States which, if taken, would be the 
boldest move by any country outside the 
European Economic Community in re- 
cent years towards accepting a more mod- 
est, more specialised but more prosper- 
ous role in the world economy. Canada 
already has more experience than any 
other large industrial country of the bene- 
fits and worries from heavy reliance on 
foreign entertainment, arts and publish- 
ing, now a growing challenge to every 
national culture. Talk of tax reform in 
Canada already takes account of compa- 
rable taxes in the United States, a per- 
spective which will spread to Europe and 
Asia as huge flows of international capital 
force greater conformity on the economic 
structure of different countries. While 
stock markets in London, New York and 
Tokyo are just beginning the internation- 
al trading of shares, up to half the trading 
in the top dozen or so companies listed in 
Toronto is done in New York. And 
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Canada’s close links with the American 
economy have long since deprived it of 
the freedom to set its own fiscal and 
monetary policies, a liberty which other 
industrial countries—except the United 
States itself—have finally lost only in 
recent years. The constraints and oppor- 
tunities of a shrinking world have 
emerged more starkly in Canada than 
anywhere else. It was a Canadian, after 
all, who coined the term “global village”. 

Yet Canadians have not noticed that in 
many respects they are, once more, pio- 
neers. Instead, the world sees Canada as 
its own countrymen do: cautious, defen- 
sive, fundamentally decent, unadventur- 
ous, a quiet retreat from the pressures of 
the modern world rather than a country 
already experiencing changes which will 
affect others later. 

The old and perfectly natural Canadian 
fear of being absorbed by the United 
States makes it all too easy for national- 
ists to claim that closer links with its 
southern neighbour are part of Canada’s 
unique and ugly fate, rather than the 
crumbling of national barriers which oth- 
er countries are beginning to experience 
all over the world. Canadians are still 





afraid of the future that their own society 
foreshadows, yet convinced at the same 
time that their economy is rich enough to 
support plush living standards whatever 
the choices they make. 

In this, Canada has things the wrong 
way round, There is every reason to be 
confident that greater exposure to world- 
wide economic and cultural forces would 
continue to enrich Canadians and their 
distinctive, though definitely North 
American, way of life. There is equally 
good cause to fear that the steady im- 
provement in living standards which Ca- 
nadians are used to will continue to slow 
down (see chart 1 on next page) unless 
the country opens up its economy further. 
To do that will require tough political 
decisions. Unfortunately, the Canadian 
political system is uniquely ill-equipped 
to help the country to make difficult 
economic choices. 


Economic sense 
Canada’s economy and it 25m people are 
strung out in a narrow band 3,000 miles 
long and barely 100 miles wide, with the 
bulk of commerce moving from north to 
south, across the American border in- 
stead of across Canada. The Canadian 
and American economies have for years 
become gradually more integrated. As 
this happened, Canada’s century-old “na- 
tional policy”’—the protection of Canadi- 
an industries and large government subsi- 
dies to support an economy as distinct as 
the country’s political borders—slowly 
crumbled away. 

There was a resurgence of economic 
nationalism in the 1970s and early 1980s, 
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Mulroney talks tough 


when Canada tried to become self-suffi- 
cient in energy and to increase Canadian 
ownership of industry. Many Canadians 
felt that, despite their growing wealth, 
their control over their’ economy and 
their culture and hence their capacity or 
willingness to assert their political inde- 
pendence from America was slipping 
away. 

Since the recession of 1981-82, Canadi- 
ans have worried more about their effi- 
ciency than the degree of their indepen- 
dence from the United States. But the 
intense debate about Canada’s economic 
future, which has continued in the three 
years since the recession ended, is still 
dominated by the old problem of how to 
benefit from being a neighbour of the 
world’s most powerful country without 
being absorbed by it. 

The Canadian economy has grown fast 
since 1982 and confidence in the short- 
term prospects has revived with it. From 
late 1982 to mid-1985, growth came main- 
ly from increased exports. This export 
boom raised GNP by 3.3% in 1983, 5% in 
1984 and another 4% last year. As Amer- 
ica’s demand for imports began to slacken 
in 1985, investment by Canadian compa- 
nies picked up, from a very depressed 
level and should produce growth of 3% in 
1986. 

Canada has had neither the bombastic 
growth in output and employment which 
the United States enjoyed from late 1982, 
nor the disappointments suffered by Eu- 
rope. Unemployment is down to 10% 
from its peak of almost 12% in 1983, poor 
by contrast with the United States but far 
better than Western Europe, where un- 
employment has risen to an average of 
11% despite the recovery. Productivity 


growth has recovered with the economy 
since late 1982, after stagnating for 10 
years. At the same time, Canada started 
to control its labour costs: by the end of 
1985, wages were rising at an annual rate 
of 4.5%, while consumer prices were 
going up by 4% a year. 

So Canadians are almost living within 
their means, though it took the deepest 
recession in any industrial country in 
1981-82 to convince them of the need for 
self-restraint. The depth of that recession 
and the unusual export-led recovery 
which followed have left Canada with two 
long-term economic problems, both of 
which are causing gloom. First, Canadian 
industry is not a strong competitor by 
contrast with the United States, let alone 
Japan. And, second, the government has 
a huge budget deficit which has yet to be 
brought under control. 

Export-led growth from 1982 and weak 
commodity prices made manufactured 
exports, most of them sold in the United 
States, the main motor of the Canadian 
economy. This came as a shock. The vast 
expanse of the country and its great 
natural resources have always encour- 
aged Canadians to be confident, even 
complacent, about their potential wealth. 
There is no such confidence about Cana- 
da’s manufacturing industries. 

The federal budget deficit, already 
growing fast before the recession, ran out 
of control after 1981. It is now so big, 
equivalent to 6.5% of GNP in 1985, that 
interest payments absorb one third of 
federal revenues and will make the deficit 
ever larger unless total spending is cut. 


Political nonsense 

Free trade and fiscal policy are the issues 
on which Canada’s prime minister, Mr 
Brian Mulroney, will be judged. His 
Progressive Conservative party won a 
huge majority in September 1984, mainly 
because Canadians were fed up with the 
Liberals after 15 years of to-ing and fro- 
ing with Mr Pierre Trudeau, whose 
achievements as prime minister did not 
include anything to do with economic 
policy. But Mr Mulroney owed at least 
some of his victory to the gust of conser- 
vatism which blew through much of the 
industrial world after the economic trou- 
bles of the late 1970s and early 1980s, 
chilling heated expectations of easy 
prosperity. 

The Progressive Conservatives are try- 
ing, with more caution, a similar econom- 
ic cure to that applied by Mrs Margaret 
Thatcher, Mr Ronald Reagan and other 
conservative government leaders: reduc- 
ing expectations and hence the tempta- 
tion for people to pay themselves more 
than they earn, cutting the budget deficit 
and the size of the public sector, and 
forcing industry to be more efficient. 
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Mr Mulroney fumbled in his first 18 
months as prime minister: he tried to be 
tough, but retreated when he ran into 
Opposition. His critics argue that Canadi- 
ans were ready for rougher treatment. In 
Toronto’s financial establishment, where 
disappointment with the Progressive 
Conservative government runs highest, 
the contrast is often made—to diminish 
Mr Mulroney—between iron-willed con- 
servatism in Britain and the United States 
and the temporising Canadian variety. 

In practice, both Mrs Thatcher and Mr 
Reagan have already failed to cut middle- 
class tax benefits, the main problem 
which must be overcome by modern de- 
mocracies trying to reach a consensus on 
the limits of the welfare state. If Mr 
Mulroney fails too, he will be in good 
company. 

The struggle to get agreement on limit- 
to public spending could prove even hard 
er in Canada than in other industria: 
countries. Canadians have a long tradi- 
tion of regarding government as a sup- 
port, not an obstacle. There is little of the 
revulsion against big government and 
high taxes which lay behind the conserva- 
tism of Mr Reagan and Mrs Thatcher. 
More serious is Canada’s federalism, 
which makes tough economic decisions 
much more difficult. 

No other industrial country gives so 
much power to local government. Canada 
has 10 provincial governments, each with 
wide powers to tax, spend and regulate. 
Together they now spend more than the 
federal government, which acts much like 
the regional development ministries of 
other democracies, distributing grants, 
subsidies and favours to the provinces. 
Ottawa is the welfare bureau for 10 little 
welfare states. 

Provincial government in Canada is ¢ 
civic virtue and an economic vice. It give: 
Canadians more scope to discuss and 
scrutinise their laws. It strengthens Cana- 
da’s enviable tradition of fairness and 
public dialogue, which helped Canadians 





Getting rich slowly 
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to heal the split between French and 
English speakers and between Quebec 
and the rest of the country in a remark- 
ably civilised way. But Canada’s federal- 
ism also gives everybody instant access to 
the public trough and ensures that the loss 


of a few jobs or subsidies anywhere in 
Canada will cause a loud ringing in politi- 
cians’ ears. So Canada has talked long, 
and democratically, about the need to 
bring its economy up to date, and done 
too little about it. 


A fragile majority 


Majorities are difficult to win, but easily dissipated, in federal Canada 


The Progressive Conservative govern- 
ment set out in September 1984 with a big 
majority and few specific plans. This was 
not just a coincidence. The size of the 
majority—the Progressive Conservatives 
have 211 of the 282 seats in Parliament— 
was a measure of how fed up Canadians 
were with the Liberals. The Progressive 
Conservatives would not have been so 

ttractive an alternative if they had en- 
-umbered themselves with a radical pro- 
gramme. Mr Mulroney’s most daring pol- 
icy, the negotiation of a free-trade 





Wilson proposes .. . 


agreement with the United States, had 
not even been considered by the time he 
took office. The same goes for reform of 
personal taxation or of social spending, 
ideas still being discussed by bureaucrats 
and commentators but which could be- 
come the second major innovation of this 
government. 

The Progressive Conservatives and 
Liberals have no ideological differences. 
The Liberal leader, Mr John Turner, a 
lawyer from Toronto, has perhaps more 
right-wing political instincts than Mr Mul- 
roney, a lawyer from Montreal, but this 
has little bearing on their policies. The 
main preoccupation of the two big parties 
is to capture the political centre. Canadi- 
ans, and hence their main parties, worry 
less than voters and parties in most de- 
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mocracies about conflicts between class- 
es, between bosses and workers and 
haves and have-nots. Federal politicians 
are too absorbed in arguments over the 
regional distribution of resources for oth- 
er conflicts of interest to take on any 
permanent national significance. 

Mr Mulroney has cleaned up some of 
the wreckage left behind by the Liberals. 
He quickly repealed much of the national 
energy policy, an ill-fated plan to make 
energy cheap in Canada when world oil 
prices shot up again after 1979 and to 
finance what amounted to a national 
leveraged buy-out of foreign-owned by 
Canadian oil companies. He also changed 
the Foreign Investment Review Agen- 
cy—now called Investment Canada— 
from a nationalistic bureaucracy commit- 
ted to increasing Canadian ownership in 
industry to an organisation for attracting 
more foreign investment. In practice, the 
nationalism of Mr Trudeau’s fourth and 
final government had long since abated, 
though the Progressive Conservatives got 
all the credit—particularly from the Unit- 
ed States—for brushing it aside. 

The new government was also quick to 
start selling parts of the public sector. 
There are plenty of candidates: the feder- 
al government’s several hundred public 
corporations have a total capital of more 
than C$12 billion, but cost taxpayers up 
to C$8 billion a year. Among those up for 
sale or sold are: the civil aircraft maker 
De Havilland, which received subsidies of 
about C$800m in the past decade; Cana- 
dian Arsenals, a munitions manufacturer; 
parts of the government holding compa- 
ny, Canada Development Corporation; 
and the international telephone monopo- 
ly, Teleglobe Canada. Air Canada and 
PetroCanada may be next. 

There is broad support for privatisation 
so long as it can be justified on practical, 
not ideological, grounds. The Liberals 
had considered it in 1983-84, while sever- 
al provinces are selling all or part of their 
own public corporations. Saskatchewan 
has started selling shares in its govern- 
ment-owned oil company and Ontario is 
trying to find a buyer for a subway car 
manufacturer which it owns. All this has 
not stopped the federal government from 
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bailing out private firms when jobs were 
at stake: the Progressive Conservatives 
have bought a stake in a loss-making lead 
smelter, owned by the mining company 
Cominco, and propped up a Quebec 
paper mill owned by Domtar. 

Mr Mulroney has been at his best when 
the going was easy. The most testing 
decisions—on how to cut the budget 
deficit—have revealed the weaknesses of 
the Progressive Conservatives and their 
leadership. Backed by his finance minis- 
ter, Mr Michael Wilson, a stockbroker 
from Toronto, Mr Mulroney has always 
talked tough about the budget, but he had 
no strategy for cleaning up Canada’s fiscal 
policy. Instead of proposing broad 
changes in tax and spending policies, the 
Progressive Conservatives improvised in 
their first, crucial budget in May last year. 
Their numerous small tax increases and 
spending cuts angered the government’s 
friends and enemies alike. The govern- 
ment further weakened itself by propos- 
ing a partial de-indexing of pensions and 





... Turner opposes 


then backing down when the public and 
opposition parties protested. 

By last autumn, the Progressive Con- 
servatives could do nothing right. The 
government bungled its rescue of two 
Alberta banks, both of which eventually 
went bust in the first banking failures 
both in Canada since the 1920s. The 
fisheries minister resigned after allowing 
a factory in New Brunswick to sell rancid 
tuna in order to preserve the canners’ 
jobs. The communications minister, Mr 
Marcel Masse, then stepped down tempo- 
rarily because of a row over his election 
expenses. By the end of 1985, the Pro- 
gressive Conservatives had lost their lead 
over the Liberals in the opinion polls. 

The Progressive Conservatives are be- 
ginning to learn that being tough may 
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enhance, not damage, their popularity. 
This and many other simple political 
lessons—for example, listen to civil ser- 
vants and do not gush to the press—had 
to be learnt again by the party after years 
in opposition. 

Yet the fumbling of Mr Mulroney's 
government has other causes besides the 
understandable incompetence of politi- 
cians with little experience of office. Win- 
ning and maintaining a majority across 
the country in federal elections has always 
proved hard in Canada. And using a 
majority to govern the country without 
alienating the provinces is equally hard. 


How Tory is Quebec? 

No federal government can hope to be re- 
elected without a lot of support in the two 
central provinces of Ontario and Quebec, 
which have 170 (60%) of the seats in 
parliament, with the western and Atlantic 
provinces sharing the rump of 112 seats 
(see chart 2 below). The Progressive 
Conservatives, who ruled the province of 


Ontario for over 40 years until 1985, had 
a well-oiled party machine there, and 
they also picked up a growing number of 
seats in western provinces as Mr Tru- 
deau’s long reign wore on. The big puzzle 
for the Progressive Conservatives has 
always been Quebec. 

Quebec is the province which Mr Mul- 
roney knows best. It was his victory in 
Quebec, where the Progressive Conser- 
vatives took 58 of the 75 seats, against 
just one in the 1980 election, that gave 
him his large majority. As he never tires 
of repeating, he was brought up in a small 
company town on the north shore of the 
St Lawrence estuary, speaks colloquial 
French and first learnt of America’s eco- 
nomic power when the tycoon who built 
the town—Robert McCormick of the 
Chicago Tribune—paid the young Mul- 
roney $50 a time to sing his favourite 
song. 

Mr Mulroney’s political career, from 
his student days onwards, was made in 
Quebec. He understood better than other 


ambitious men in his party how the 
French-speaking elite in the province was 
changing: from a hide-bound and intro- 
verted group, whose main source of iden- 
tity was the Catholic church, into an 
interventionist class of bureaucrats in 
provincial politics and finally into a confi- 
dent business elite as well. It was the 
completion of this 25-year shift in the 
leadership of the province’s 5m French 
speakers which gave Mr Mulroney and 
the Progressive Conservative Party their 
chance. 

The party had lost its foothold in the 
province—an alliance with French politi- 
cal interests against the Liberals—as its 
French allies concentrated more on as- 
serting their own power inside Quebec. 
After Mr Trudeau captured the leader- 
ship of the Liberal party in 1968 and 
began pushing hard for the acceptance of 
French on an equal footing with English 
as an Official language throughout Cana- 
da—a ploy to outflank the separatists— 
politics in the province polarised between 
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The facts speak for themselves. pe 
INANCING. In 1985 Wood Gundy was the lead or co-lead. 
manager of $9 billion* of financing for Canadian government and 
corporate clients (165 issues) and a co-manager of a further 

$11.5 billion (101 issues). Wood Gundy was also a manager of over. 
$14.5 billion of financing for non-Canadian clients (75 issues). 


< SWAPS. _ In 1985 Wood Gundy arranged over $3.5 billion of 
-ov interest rate and currency swaps involving 96 counter-parties in 
- Canada, the United States, Europe and Japan. 


MERGERS & ACQUISITIONS. — In 1985 Wood Gundy was 
involved in M&A transactions valued at over $8 billion including 
acting for Chevron Corporation in the sale of its 60% interest in 
Gulf Canada Limited and for British Telecommunications pic in 
its acquisition of CTG, Inc. and its proposed acquisition of a 
controlling interest in Mitel Corporation. ean 
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rity Inne IO dian dollars. ee om i 

-For more information call: 
<. ‘Toronto (416) 869-8100 
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NOVA SCOTIA 


"IMPORTING AND EXPORTING SHIPPERS 
à FIND NOVA SCOTIA PORTSAT =— 


SYDNEY AND THE. 

FREE TRADE ZONE 
The natural benefits offered by Sydney's three-port s have been 
enhanced by the provincial government's creation of an international trade 
zone. Sydney is in the heart of Atlantic Canada's largest concentration of 
heavy industry. The international trade zone at the Sydney Industrial. Park 
onthe harbour is designed to attract industries planning to service future oil 
and gas developments, as well as suppliers to North America's. largest 
submarine coal industry, Bee : ` 

Manufacturers taking advantage of Sydney's industrial 
international trade zone, are well served by the port. Th 
is a Y-shaped, nearly 40-square. kilometre area that is o 
shi ping. ft has a minimum opt y 1 re 
e port complex is supported by range 

regional base for offshore services and supply, ‘as Ocean industries, 
and excellent rail, road, air and sea:conne the rest of Canada, It 
handles bulk and ro-ro. cargo and containers, and provides heavy lifts and a 


CANSO—FORTHE 

REALLY BIG SHIPS = ae oa A 
The Strait of Canso is the closest major portto the Venture gas field andthe >- 
oil and gas exploration activity on the Scotian Shelf. This; combined with 
the availability of primie industrial land on the water, marks the area asa 
likely site for industrial activity related to gas field developments: including 
metal fabrication, gas processing, bulk storage and trans-shipment. Port 
facilities at the Strait include a large marine ocean terminal, si ipyard with 
foating drydock, me gor er acres a avalan ihr rade land. psy 
port's deep water facilities also present opportunities for storage and . 
transhipment of bulk commodities such as coal. ads 

One such opportunity was seized by Canada Steamship: Lines (CSL) 

which utilised the port in a coal top-off operation last year that enabled the 


lar container ships and have tremendous capacity. Halterm, alone, ti i Ei 
‘wich can handle: 1,100 containers in.an 18-hour working day, has the pape Brelon Development Corporation (DEVCO) to market its coal in the 


potential to handle 400,000 containers per year. Between them, the two Supercolliers calling at US are limited by shallow drafts to cargoes 
terminals can store. over 14,000. containers. on site. Both are equipped with ofa acinier ave rib pons deep toas the ae 27 metesat 
40- or 50-ton gantry cranes; ro-ro ramps and ample berthing area. low tide, the supercoiliers. can. be topped off with Gape Breton coal from a 

_The terminals are supported by excellent facilities: shipbuilding and self-unloader loaded: in Sydney: This. pioneering mid-stream transfer 

fepair (including a Panamax drydock), an autoport handling 100,000 technology has © to Nova Scotia a market previously J to its 
imported and domestic vehicles annually, a rail and highway. transportation coal because of high transportation'costs. | : ; 

system that reaches central and west coast markets overnight in most This innovative approach to challenges is characteristic in Nova Scotia. 

instances, and enough industrial land for the most ambitious Port officials are very market-orientated and rise to any challenge, as 

developments. fe fe 7 — shippers. who have been. calling for years can attest. Nova Scotia's 

AN of this adds up to formidable: competition for other major North tacilities are excellent and diverse, and like the people who work there, they 


The port's success in attracting traffic is reflected in the results for 1984. ‘id 6 “poh aaiae Woes 
Total dl was 14.3 million tonnes, up 14 per cent over the previous year. oho vanagas provided by 
: Container cargo was up 33 per cent, to over 2 million tonnes and breakbulk ? 


cargo was up-34 per cent to. 353,000 tonnes. 

‘While the Port of Halifax is aegis the competition inother parts of 
North America, the ports of Sydney andthe Strait ofCansohavenotbeenidie. 
Mr Donald Smith, : Representing the Agent General in 
Agent General, ; „France & Belgium í ic o 
Province of Nova Scotia, M. Francois de Jerphanion, Mr W. A. Jaenike, 

14 Pall Mall, í 1, rue Savorgnan de Brazza, D-4300 Essen-Bredeney; Am Ruhrstein 10, 
London SWTY 5LU. 75007 Paris, France. PO Box 230280, Federal Republic of 

‘el: 01-930 6864. Tel:.(1) 45 51.15.84, Germany. fo 

elex: 915867. oe Telex: 642138 SELEX F, Tel: (0201) 410031. Telex: 8579732 JET D. 








the separatist Parti Québécois 
and the Liberals. 

The defeat of the Parti Qué- 
bécois’ referendum on indepen- 
dence in 1980, Mr Trudeau’s 
resignation in mid-1984 and the 
choice of Mr Turner as his suc- 
cessor all prepared the way for 
Mr Mulroney. The Liberals 
were discredited: Mr Trudeau’s 
last government, from 1980-84, 
had returned to power almost by 
accident, thanks to the incompe- 
tence of Mr Joe Clark’s short- 
lived Progressive Conservative 
government in 1979-80, and by 
1984 the Liberals had ruled for 
all but one of the previous 21 
years. Every province wanted a 
change. In Quebec, separatism 
~as defunct. And Mr Turner’s 

rench was bad. So Quebec 
cnose a local man, who hap- 
pened to be a Progressive 
Conservative. 

The party worries that this 
was just a fluke. The defeat of 
the Parti Québécois by the Lib- 
erals in provincial elections in December 
1985 was a bad omen. Once the province 
had voted against separation, the Parti 
Québécois began to rot, a victim in part 
of its success at heaving much of the old, 
English-speaking business elite out of 
Montreal to Toronto, making way for 
French speakers instead. The Progressive 
Conservatives, who have no party ma- 
chine of their own in Quebec, would like 
to use the Parti Québécois as a surrogate, 
because they cannot rely on getting seats 
in Quebec in future federal elections 
without better organisation in the 
province. 

The Progressive. Conservatives are 

aunted by the fate of the last majority 
sey won, under John Diefenbaker in 
1958. He, too, won because of an upset 
victory in Quebec. But his majority melt- 
ed away at the next election. The two 
decades of Liberal rule which followed 
reinforced the myth that the Liberals are 
Canada’s natural governing party. Yet 
support for the Liberals was also lopsid- 
ed: in Mr Trudeau's last years, the Liber- 
als had almost no seats and no party 
organisation west of Ontario. 

So long as their party machine is intact 
in each province, Canadian prime minis- 
ters have little reason to worry about 
which party holds a majority in each 
province across the country. Ontario and 
Quebec both elected Liberal govern- 
ments in 1985—Quebec’s is led by Mr 
Robert Bourassa, who was the Liberal 
premier in that province before the Parti 
Québécois took over in 1976, Ontario's 
by Mr David Peterson, a skilful politician 
who has cut an independent figure by 
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urging caution over Mr Mulroney’s free- 
trade initiative. The four small Atlantic 
provinces remain solidly Tory. 

To the west, the political map of Cana- 
da becomes more mottled. Manitoba has 
Canada’s only New Democratic govern- 
ment, led by Mr Howard Pawley, who is 
expected to beat his Progressive Conser- 
vative challenger in this year’s election. 
Saskatchewan has been ruled by the Pro- 
gressive Conservatives, with Mr Grant 
Devine as premier, since they toppled a 
New Democratic dynasty in 1982. In 
Alberta, Mr Peter Lougheed, the Pro- 
gressive Conservative premier who domi- 
nated western Canadian politics for many 
years, ended his family’s dynastic rule in 
the province when he resigned last year 
and Mr Donald Getty became party lead- 
er and premier. British Columbia’s pre- 
mier, Mr Bill Bennett, has just celebrated 
ten years at the head of his Social Credit 
government. Mr Bennett, who loves 
nothing better than a loud public row, is 
an abrasive conservative who has a good 
chance of beating the New Democratic 
party in elections expected this spring. 


Too federal for their own 
good 


“Be nice to the provinces” was one of the 
firmest resolutions made by Mr Mulroney 
and his party when they took office. 
Federal-provincial relations had been bad 
under the Liberals: separatism in Que- 
bec, arguments about how the provinces 
and federal government should split reve- 
nues from western energy and how much 
it should cost in the east, and then the 
debate over the transfer of the constitu- 
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tion from Westminster all 
strained the country’s political 
system at its weakest point. 

Much of this was not Mr Tru- 
deau’s fault, though it is true 
that he could be very irritating, 
while Mr Mulroney tries harder 
to be nice. The Liberals handled 
the issue about Quebec better 
than those about western energy 
and the constitution, but there 
was bound to be a row whatever 
they did. There could well be 
some nasty confrontations be- 
tween the Progressive Conser- 
vatives and the provinces, for 
two reasons: the shape of the 
country and the choices it must 
make to compete in a smaller 
world. 

Most of the 10 provinces have 
highly specialised economies 
(see chart 2 on previous page). 
Ontario accounts for half of 
manufacturing output and the 
bulk of the country’s manufac- 
tured exports. Quebec has a 
quarter of Canadian manufac- 
turing and most of its huge hydro-electric 
resources. The Atlantic provinces live off 
fish and federal subsidies but hope for 


extra income from the offshore oil which 


is now being developed. Manitoba has the 
most balanced of all provincial econo- 
mies. The three large provinces to the 
west live mainly off natural resources. 
Saskatchewan produces most of the coun- 
try’s wheat exports, Alberta most of its oil 
and gas. British Columbia has forestry 
and mines but is diversifying into manu- 
facturing and services. 

Each of these small economies has the 
power to run some of its own economic 
affairs: mineral rights, for example, be- 
long to the provinces, and they all have 
the bundle of subsidies, tax breaks and 
good and bad public corporations which 
characterises industrial policy anywhere 
in the world. These provincial powers 
tend to amplify regional economic squab- 
bles—between producers and consumers 
of energy, between protected producers 
of manufactured goods and consumers 
who have more to gain from free trade— 
into national political debates. The most 
serious conflict in recent years was be- 
tween Alberta and the federal govern- 
ment over oil and natural gas. 

Three things were at stake when energy 
became more expensive after 1973. Al- 
berta and the oil industry wanted to sell 
energy wherever they could at the world 
price, while the big consuming province, 
Ontario, pushed for lower prices. Once 
the federal government had taken the 
side of the more powerful consumers’ 
lobby and decided to resign from the 
world oil market, it naturally tried to put 
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Putting energy together again 


more of the industry in Canadian hands 
and offered tax-breaks in order to make 
the country self-sufficient in its own artifi- 
cially cheap energy. And Alberta and the 
federal government argued about how to 
split up tax revenues from energy. 

These ambitions distorted Canada’s en- 
ergy markets. Exports were curbed after 
1973 and natural gas was delivered from 
western Canada to Ontario at less than 
free-market prices. The federal govern- 
ment’s answer to the second oil crisis was 
the national energy programme of 1980, 
which combined plans to transfer more 
tax revenue from Alberta to the federal 
government and price controls on newly 
discovered oil with lavish exploration in- 
centives and a policy to shift ownership of 
energy assets to Canadians. All this was 
based on the assumption that oil prices 
would rise indefinitely. 

The oil industry in Alberta, world oil 
prices and the national energy pro- 
gramme collapsed one after the other 
from 1982. It is still the official line at the 
Calgary Petroleum Club that the Liberals 
were responsible for Alberta’s energy 
slump, from which the province has only 
just begun to recover. But falling oil 
prices explain most of it. 

It was also cheap oil which helped the 
federal energy minister, Miss Patricia 
Carney, to negotiate a new agreement on 
oil prices, exports and taxation with the 
three western energy producers—Alber- 
ta, Saskatchewan and British Columbia— 
last March. Oil prices and exports were 
deregulated, discrimination between Ca- 
nadian and foreign firms in the tax treat- 
ment of exploration spending was ended 
and the federal and provincial govern- 
ments agreed on a new way to split the tax 
revenues from oil. A similar pact on 
natural gas prices followed in the autumn. 





Central Canada, where most of the 
country’s energy is consumed, now be- 
lieves in buying at market prices because 
they happen to be low—not because 
interfering with energy markets sends the 
wrong signals to the rest of the economy 
and helps to make it uncompetitive. So a 
sharp increase in energy prices would 
reopen the rift between east and west. 


Mend the machinery 

The latest of these federal-provincial skir- 
mishes is over transfers of revenue from 
the federal to provincial governments. In 
fiscal 1984-85 än average of 20% of the 
provinces’ revenue came from the federal 
government. The four sparsely populated 
Atlantic provinces—New Brunswick, 
Newfoundland, Nova Scotia and Prince 
Edward Island—relied on federal trans- 
fers for 40-47% of their revenue in 1984- 


A taxing task 


85, Alberta for only 9%. Moreover, the 
share of total federal spending which 
flows to the provinces is almost 20% and 
still rising. Mr Mulroney wants to stop 
that growth. 

He cannot control public spending 
without a fiscal policy which puts the 
interests of the whole country before 
those of its provincial parts. This strikes 
at the heart of Canadian federalism, 
which has always aimed to redistribute 
tax revenues so that everybody shares 
roughly the same standard of living how- 
ever good or bad the local economy. The 
national costs of such a policy are rising as 
Canada comes under more pressure to 
compete with other countries. 

Canadians have argued for years about 
constitutional changes which could help 
the federal government to make decisions 
in the national interest without ignoring 
or caving in to provincial lobbies. A roya 
commission on Canada’s economic fu- 
ture, led by the former Liberal cabinet 
minister Mr Donald Macdonald, recom- 
mended in 1985 that the Senate be 
changed from an appointed to an elected 
house, giving more weight to less populat- 
ed provinces. That could help to ensure 
that each region’s interests are better 
represented, reduce the power of Ontario 
and Quebec to run the country’s affairs 
and give the government a little more 
freedom to concentrate on issues of na- 
tional importance. 

Since the appointed second chamber 
now represents nobody directly, the cabi- 
net itself has to be chosen with an eye to 
regional interests. So Mr Mulroney has to 
contend with a powerful regional lobby in 
cabinet as well as the usual pressure from 
ministers eager to spend their way to 
fame. This makes the odds against tough 
decisions on the budget and free tradi 
even longer. 


The Mulroney government needs good ideas and stamina to control public 


spending. Both are in short supply 


Canada will have a combined federal and 
provincial budget deficit amounting to 
more than 9% of its GNP in the financial 
year ending in March 1986, almost three 
times the equivalent figure for the United 
States. Yet the country worries less about 
living beyond its means than its neigh- 
bour, disparaged by one Canadian ob- 
server as “the Excited States”. There is 
now good reason for more excitement 
about fiscal policy in Canada. 
Governments in every industrial coun- 
try plunged into debt from the late 1970s 
when private investment and employ- 
ment slowed down. Canada plunged fur- 
ther than most, By 1984, according to the 


OECD, when Canada’s federal budget def- 
icit was equivalent to 6.3% of GNP and 
still growing, the average figure for the 
five largest industrial countries was 3.8% 
and had stopped rising. The 1981-82 re- 
cession was worse in Canada and its 
government had to run a proportionately 
bigger deficit. Three years after the econ- 
omy recovered, however, the deficit was 
still increasing, a sure sign that it was out 
of control. 

Federal government debt rose from the 
equivalent of 15% of GNP in 1975 to 45% 
last year, and at this rate will reach 75% 
by the early 1990s if nothing is done about 
it (see chart 3 on next page). The alarm- 
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ing thing about these numbers is not the 
higher ratios but the pace at which they 
are increasing: when public debt contin- 
ually grows faster than the economy’s 
output, interest payments soak up more 
and more tax revenues and compound the 
debt. In 1985, 35% of tax revenues went 
on interest payments. The finance minis- 
try predicts a figure of 50% for 1991. 

The middle section of chart 3 above 
was produced by Mr Wilson when he 
drew up his plan to cut the deficit after 
becoming the finance minister in 1984. It 
shows what would happen to interest 
payments if everything went right: public 
spending must fall by enough to bring 
down the debt and hence interest pay- 
ments. He wants to rely on smaller in- 
creases in spending (always called “cuts” 
in budget-speak) for 80% of the reduction 
in estimated deficits and on higher taxes 
for the rest. 

In the 1985 budget, about a quarter of 
the reduction in forecast deficits came 
from higher taxes—including a “tempo- 
-~ rary” surtax on incomes and profits—and 
the rest from spending. That knocked 
C$17 billion off the C$50 billion deficit 
that would have occurred in 1990-91 had 
nothing been done. Since 1985’s deficit 
was around C$34 billion, the government 
was able to claim that order had been 
restored. 

It had, temporarily. But at a cost. Even 
if all the government’s numbers prove 
right, which is most unlikely, the deficit 
will stop growing but it will not shrink. 
Canada’s powerful business establish- 
ment felt betrayed, though many of them 
would have felt worse if they had been 
given the fiercesome budget they said 
they wanted. At the same time, the public 
and the Progressive Conservative party 
reacted sharply against small cuts in social 
spending. They believed that Mr Mul- 
roney was being dangerously radical. 

In practice, the Progressive Conserva- 
tives are on the same treadmill as govern- 
ments in most other industrial societies, 
eking out a little more from taxes which 
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finance ministers—Mr Wilson among 
them—admit are already high enough, 
while paring a bit from everybody’s cher- 
ished subsidies and hence ensuring maxi- 
mum opposition for least effect. The 
threat of being vilified from left and right 
for pursuing orthodox cheese-paring poli- 
cies could force Mr Mulroney’s govern- 
ment in 1986 to think more adventurously 
about how Canada taxes and spends. 


Give and take 

Personal taxation in Canada is a model of 
economic good sense by contrast with the 
American system. There is no deduction 
for interest payments on houses, cars and 
consumer debt. It is a chilling thought for 
the American (or British) house-owning, 
tax-subsidised visitor when passing 
through the pleasant suburbs of Canada’s 
cities that Canadians actually pay for this 
all themselves. How on earth do they 
manage to do it? 

The old-fashioned way: by saving. Cana- 
dians saved almost 14% of their personal 
disposable income last year, roughly three 
times as much as Americans. At least the 


Progressive Conservatives do not have to 
try to wrest away middle-class tax subsi- 
dies,a battle which Mr Reagan lost and Mrs 
Thatcher never dared to join. 

Income tax rates are high, but not out 
of line with most industrial countries since 
Canada’s last round of tax cuts in 1980. 
The federal government levies a top mar- 
ginal rate of 34%. Add a surtax from 
which every province except Quebec gets 
its own income-tax revenue, and top 
combined marginal rates vary from a low 
of 49% in Alberta to 54% in Newfound- 
land. In Quebec, the rich pay a marginal 
rate of 58% on provincial plus federal 
income tax, cut from 60% early last year. 

Mr Wilson rules out a further cut in tax 
rates until the deficit is more firmly under 
control. He is also waiting to see what 
happens to attempts in Congress to over- 
haul American taxes. If Congress passes a 
tax bill cutting top income-tax rates, Can- 
ada would be under pressure to follow 
suit quickly or it will encourage its rich to 
spend even more on flats in New York or 
beach-front homes in Florida. The Cana- 
dian government is already considering a 
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_ mew corporation tax which anticipates 
_ changes now being discussed in the way 
the United States taxes profits. Canada 
can no longer make its tax policy in 
isolation. 

_ Since Canada’s income tax has fewer 
loopholes than America’s, there is less 
room for increasing revenue from the tax 
by making it apply to a larger proportion 
of people’s incomes, the main thrust 
behind Mr Reagan's original tax plan. 
That leaves an overhaul of social spend- 
ing as the alternative method of cutting 
_ the budget deficit. Canadian social securi- 
ty” es, among the most gener- 
_ ous in the industrial world, will absorb 
58% of federal spending in fiscal 1986-87, 
and 63% by the early 1990s, according to 
the finance department's forecasts. 

__ Mr Mulroney’s election promises made 
these forecasts all the more plausible. He 
declared Canada’s policy of social bene- 
‘fits for all a “sacred trust”, though it is 
_ possible that the country’s strong-sense of 
fairness could be used to make the case 
against taxing the poor to pay the rich 
with equal fervour. By 1982, a handy 
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It is odd, at first sight, that one of the 
ndustrial world’s more open economies 
ould be engaged in a passionate debate 
out the merits and dangers of free 
trade. Or, to avoid using so blunt a 
Phrase, about “enhanced” or “freer” 
trade. Supporters of a free-trade pact 
_ with America are careful with their choice 
of words because a Liberal government 
lost a general election as recently as 1911 
campaigning ardently for free trade. In 
olitical system obsessed with occupy- 
the centre ground, the lesson that 
policies can be suicidal is not 
easily forgotten. 

_ Though the debate about whether Can- 
should trade freely with America is as 
the country itself, a free-trade pact 
nly looks practical. Exports are now 
equivalent to about 30% of Canada’s 
GNP, while all but a fraction of its trade is 
e of tariffs: the C. D. Howe Institute, 
an economic think-tank in Toronto, esti- 
‘mates that 80% of Canadian exports of 
‘manufactured goods to America will be 
‘subject to tariffs of 5% or less by 1987 
while the equivalent figure for American 
exports to Canada will be roughly 70%. 
The idea of abolishing the remaining 
tariffs on trade with the United States 
seems less revolutionary than in 1911 or 
-even in 1948, when the government last 
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3.3% of the income of the richest 20% of 
Canadians—and 6.5% of the income of 
the next 20% of the people below them— 
came from the government through such 
programmes as pensions and child benefit 
allowances. The share of government 
transfer payments in rich people’s in- 
comes had more than doubled since 1971. 
Instead of attacking these subsidies, Mr 
Wilson plans to introduce a minimum tax 
on the rich. 

Quebec is being more adventurous. As 
part of an attempt to bring its high 
marginal tax rates into line with the rest 
of Canada, eliminate the poverty trap and 
concentrate social spending on those who 
need it, the Parti Québécois suggested in 
1984 a scheme to consolidate all benefits 
into a guaranteed anuual income. Poorer 
recipients would pay no tax, richer tax- 
payers would get no direct benefits 
(though tax exemptions would replace 
some of them). Benefits and tax rates 
would be spliced so as to prevent disin- 
centives to work. There is, as yet, no 
word of this sort of plan from the federal 
government. 


The free-trade fix 


Canada has just realised that its prosperity depends on making its manufac- 
peno on world markets and on preserving its share of 
free-trade agreement with the United States could be the 


considered it. A trade pact with America 
which could open up more trade and 
dispel uncertainty over American protec- 
tionism has caught the imagination of 
much of the business establishment, the 
western provinces and the Progressive 
Conservatives, because it could reverse 
the economic failures of the past 10 years. 

This fear of economic failure haunts 
both supporters and opponents of a free- 
trade pact with America. They agree that 
Canadian manufacturers are inefficient 
by contrast with the Americans. The free- 
traders argue that without the discipline 
of international markets, Canada will 
grow more slowly than its industrial rivals 
and retreat into a sulky, parochial way of 
life. The C. D. Howe Institute presents 
the case for a free-trade pact as a life-or- 
death decision: 


In the late 1920s, Argentina had a resource- 
based economy that was similar in many 
ways to that of Canada. The two countries 
had almost the same level of per capita real 
income. Argentina then chose an inward- 
looking policy based on protectionism and 
subsidisation of local manufacturing. Since 
1925, Argentina’s real GNP per capita has 
grown by 65% while Canada’s has grown by 
265%". 


Economic nationalists, who are often 
stronger on nationalism than economics, 


TA 
E 
+ 


Trading America’s way ” 


Profile of Canada’s trade*' 
(Constant first qtr 1985 dollars) 


Sources: Statistics Canada, Economic Council of Canada 


agree that a free-trade pact—however 
modest a step it may appear—is a crucial 
decision for Canada. They believe that it 
could undermine Canada’s political sov- 
ereignty by stripping the country of its 
industries. They argue either that a small 





domestic market and inefficient indus- _ 


tries are a price worth paying for political 
independence or that “industrial poli- 
cy’’—government help for promising in- 
dustries—could somehow be made to 
work, despite its failure to develop com- 
petitive industries in Canada. 

All this gloom began with the 1981-82 
recession and Canada’s export-led recov- 
ery. Manufactured products accounted 
for 29% of Canadian exports (by value) in 
1980 but 42% by 1984. Two uncomfort- 
able conclusions followed from this. 

First, Canada's competitiveness mat- 
tered much more than before, and it was 
not good enough. Second, Canada’s reli- 
ance on the American market was in- 


—————— 
“Taking the Initiative: Canada’s Trade Op- 
tions in a Turbulent World, by Richard G. 
Lipsey and Murray G. Smith; C. D. Howe 
Institute, Toronto. 1985. ; 








creasing (see chart 4 on previous page) at 
a time vies the risk of American protec- 
tionism was also growing. 

As chart 5 below shows, output per 
hour in Canadian manufacturing stagnat- 
ed in the seven years to the end of the 
recession in 1982, while rising in the 
United States and Japan. Wage costs did 
not go haywire in Canada in the late 1970s 
as they did in Europe but, without growth 
in output per hour, the cost of labour for 
each unit produced in Canada rose quick- 
ly. In 1977, Canada’s unit labour costs 
were 27% higher (at the then current 
exchange rate) than America’s. 

The fall in the Canadian against the 
American dollar in the late 1970s helped 
to offset this difference and, in the past 
three years, real wages in Canada have 
marked time. Growth of labour produc- 
™*tivity, measured by output per hour, was 
ip by more than 2% a year in 1983-84 as 


* ~ the economy recovered, but dropped to 


1.4% in 1985. Data Resources Canada 
calculates that by mid-1985, Canadian 
unit labour costs had fallen to 11% above 
the American level, though output per 
worker in Canadian manufacturing was 
still 25% lower than in America. 

The struggle to make Canadian indus- 
try more competitive will be fruitless if 
exporters are shut out of the American 
market. By early 1985, when Mr Mulron- 
ey’s government gingerly took uP the 
free-trade cause, Canadian pigs, logs, 
paper, fish and other exports were threat- 
ened by protectionist lobbies in 
Washington. 

Canada is America’s biggest trading 
partner: three-quarters of Canadian ex- 
ports of manufactured goods, which also 
account for over 80% of the country’s 
total exports, go to the United States. 
The Canadians have most to lose from 

American protectionism. And, as free- 
traders point out, Canada is also the only 
industrial country of its size which does 
not have assured access to markets—in 
America, Japan and the European com- 
munity—of more than 100m people. 

A free-trade pact seemed a good tacti- 
cal choice to both sides. Negotiations 
over specific problems like steel and gov- 
ernment procurement had bogged down 
by early last year because neither side 
could assemble enough political support 
for piecemeal negotiations. The Reagan 
administration wanted bilateral talks to 
demonstrate that it had other choices if 
the next GATT round fails. Canada want- 
ed a broad agreement on trade to defend 
its gains in the American market, to make 
its industry more competitive and to re- 
move the incentive for Canadian compa- 
nies to dodge non-tariff barriers by invest- 
ing south of the border to serve the 
American market. 

Mr Mulroney, a man without political 


ideals of his own, also needed new poli- 
cies to give substance to his government's 
aim of making Canada more competitive. 
The Progressive Conservatives know that 
Canada is incapable of generating domes- 
tic industrial policies which can be of any 
help. Perhaps competition on the interna- 
tional market could do the job instead. 
Encouraged by the Macdonald commis- 
sion’s endorsement of a free-trade pact— 
Mr Macdonald was once a prominent 
advocate of more nationalist economic 
policies—Mr Mulroney picked up the 
ball. 


Anew national policy 

If a free-trade pact—including a truce on 
non-tariff barriers—is agreed, its biggest 
impact may be on investment, not trade. 
Canada’s original “national policy”, in 
troduced in 1869, used protectionism gee? 
government subsidies to persuade foreign 
companies to make locally much of what 
they sold in Canada. This gave the coun- 
try a lot of foreign-owned “branch 
plants”, small factories which make too 
many products in inefficient quantities for 
the Canadian market alone. The gradual 
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increase in Canada’s exports to 30% of 
GNP has reduced, but not eliminated, the _ 
“branch-plant” problem. 

The growing integration of the Canadi- 
an and American economies caused by 
this increase in trade has turned the 
original “national policy” on its head. 
Since America’s market is at least ten 
times bigger than Canada’s, there is little 
incentive for Canadian companies to sup- 


„ply the whole North American market — 


from Canada at a time when there are 
constant threats of protection in Ameri- 
ca, and only a small tariff left on most 
goods going into Canada. But Congress is 
expected at least to give President Rea- 
gan authority to start trade negotiations — 
by early summer. The threat of counter- 
vailing duties or anti-dumping law suits is 
severe for Canadian manufacturers, since — 
generous subsidies, social security poli- — 
cies and government hand-outs for hard- _ 
pressed industries offer easy targets for 
American trade lawyers. È 
Canadian companies have invested 
heavily abroad, mostly in the United — 
States, in recent years (see chart 6 on next - 
page). Far from keeping industry at — 
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= home, the effect of a nationalist economic 
- policy in an era when companies, indus- 
_ tries and markets are going international 
has been to drive out some Canadian 
_ manufacturers because their home base 
did not give them secure access to foreign 
__ markets. Some economic nationalists are 
still arguing that American “branch 
_ plants” will be shut down if a free-trade 
_ pact is agreed. But such a pact may be the 
_ only way of stopping Canadian compa- 
nies themselves from turning their do- 
= Mestic factories into branch operations 
_ Serving only a small market. 
= A further irony for economic national- 
__ ists opposing the free-trade pact is that it 
= could increase local ownership of Cana- 
= da’s industrial assets by encouraging Ca- 
_ nadian multinational companies to invest 
_ more in the country. Local ownership of 
_ manufacturing has risen steadily as the 
= economy has become more open (see 
_ chart 7 below), though the sharp rise in 
= Canadian control of oil and gas was 


*National energy policy started 




















Going Canadian 


Ownership of Canadian industry 
|| (% of capital employed) 


PEA United Other 
Canada oO States countries 
Manufacturing 






Petroleum and natural 
|| 1076 5 


caused mainly by nationalist energy poli- 
cies from 1973. 

Talks on a free-trade pact, if they start 
this summer, could take several years and 
are more likely, if they succeed at all, to 
end in a modest compromise on how to 
settle trade disputes between the two 
countries. A new American trade law in 
1984 gave the president authority to nego- 
tiate free-trade agreements with other 
countries. The negotiations could be un- 
dermined, however, by industries lobby- 
ing Congress for protection from Canadi- 
an goods. Timber companies, a force in 
the politics of America’s North West, are 
among Mr Mulroney’s most powerful 
opponents. 

Mr Mulroney must also contend with 
his own unruly barons, the 10 provincial 
premiers. All are worried that the Ameri- 
cans will insist on scrapping laws which 
discriminate in favour of local companies 
within each province, barriers to inter- 
provincial trade and many subsidies. 
These are the foundations on which both 
federal and provincial regional policies 
are built. 

Ontario, the most powerful province, is 
most wary of a free-trade pact. The 
concentration of manufacturing industry 
in the province means that Ontario bene- 
fits most from protection and would have 
to make the biggest adjustment, though it 
would also stand to gain most in the end. 
The Canada West Institute in Calgary 
found that in 1983, Ontario received a 
subsidy per person of C$56 from tariffs on 
imports. The Atlantic and western prov- 
inces had to pay roughly the same amount 
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for the privilege of protecting easter 
Canada’s manufacturing industry (see 
chart 8 above). 

The C. D. Howe Institute calculates 
from the many studies done on free trade 
with America that it would result in an 
increase of 4-7% in GNP as costs and 
prices in Canada fell to American levels. 
Mr Mulroney appears to be too afraid of a 
provincial veto or of betting his career on 
risky negotiations with the United States 
to put the case for free trade in such stark 
terms. So the argument about whether 
Canada should regard closer relations 
with America as an opportunity or a curse 
has focused instead on Canadian industry 
and culture. Both are commonly said to 
be weaker than they are. 


Competition can be fun 


Canadians do not pretend to love competition as much as their peignnows 


do, but are quite good at it when they try—and the government lets it 


In the middle of Toronto’s financial dis- 
trict, an area which would prefer to 
associate itself with raging bulls, there is a 
curious sculpture laid out on a patch of 
ground belonging to the Toronto Domin- 
ion Bank, one of Canada’s biggest com- 
mercial banks. It consists of seven life- 
sized bronze cows, sitting, fat and 
immobile, contentedly chewing the cud. 
Could it be that the sculptor had big 
business on his mind? 

That is certainly an image of Canadian 
business which is widely held in the coun- 
try: slow to compete, often dominated by 
huge firms and a few rich families, and 
inclined, as one jaundiced federal civil 


_ Servant puts it, to “think of government 


as a lender of first resort”. A study by the 
federal competition bureau for the Mac- 
donald commission decided that, by con- 
trast with the United States, there was 
less competition in every Canadian indus- 


appen 


try except construction. All these criti- 
cisms are true of parts of private industry, 
but more true of the public sector, which 
accounts for almost 40% of economic 
activity in Canada. 

The rate at which jobs are created and 
lost in Canadian industry suggests that 
capitalism is hard at work. In the 1970s, 
Canada created more new jobs, relative 
to the size of its economy, than the 
United States. Between 1974 and 1982, 
according to a study by the Federal De- 
partment of Regional Expansion, total 
employment in manufacturing went up by 
7%. In those nine years, however, the 
birth of new companies added another 
31% to 1974’s total jobs and expansion in 
existing firms another 17%. At the same 
time, 29% of the 1974 tally of manufac- 
turing jobs was lost by 1982 in companies 
which had gone out of business, and a 
further 12% in firms which shrank. 
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That modest 7% increase disguised a 
big upheaval in most industries. In the 
same nine years, 80% of jobs lost in 
existing companies in apparently dud in- 
dustries like clothing, leather, textiles, 
knitting and furniture were replaced by 
new firms in those same industries. 

Big companies in Canada, as every- 
where else, are on balance no longer 
creating jobs: employment at the 100 
largest companies fell by 10% between 
1981 and 1984. The biggest losers were: 
Massey-Ferguson; the nickel mining firm 
Inco; Canadian General Electric; and the 
timber company MacMillan Bloedel. The 
two companies creating most new jobs in 
those years were: Northern Telecom, the 
telecommunications equipment manufac- 
turer and Canada’s most powerful high- 
technology company, whose employment 
„ Tose by 33% or 11,500; and McDonald’s, 

he hamburger people, who added 10,000 
, obs. 

The emphasis on hamburgers and chips 
suggests that Canada is in step with the 
modern world. And, like most industrial 
countries, its industries have strengths 
which are taken for granted and weak- 
nesses which are taken to be evidence of a 
shocking lack of entrepreneurs. 

There are probably more telecommuni- 
cations antennae in Canada, relative to its 
population, than anywhere else, and Can- 
ada has been quicker than most countries 
to install fibre-optic cables. As a result, it 
has an excellent telecommunications 
equipment industry, led by Northern Te- 
lecom and its distant runner-up, Mitel, 
with perhaps 35-40 well established man- 
ufacturers of everything from fibre-optic 
cable to satellite dishes. By contrast, 
Canada exports more newsprint than any 
other country, but is surprisingly weak at 
making machines to print on it. 


_ntrepreneurial 

This patchy performance is typical of 
small economies. While Americans are 
more competitive, individually, than Ca- 
nadians, the size of their economy gives 
them much greater opportunities and an 
image as much better individual entrepre- 
neurs which they do not entirely deserve. 
The best evidence of Canadian entrepre- 
neurship is the rapid rate at which firms 
have sprung up, created jobs and then 
shrunk or died. 

Much of this upheaval was caused by 
more open trade. As trade became more 
important to the Canadian economy— 
exports rose from less than 25% of GNP in 
the early 1970s to around 30% by the 
beginning of this decade—almost every 
Canadian industry raised its exports and 
imports. Among industries which thrived 
on more trade by increasing the share of 
their net exports (exports minus imports) 
in their total output during the 1970s were 
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Casualties of free trade? 


such Canadian staples as energy (oil and 
gas from the west), chemicals (based in 
southern Ontario), transport equipment 
(the Canadian plants of General Motors, 
Ford and Chrysler, a big-car parts indus- 
try and firms like Quebec’s Bombardier, 
a maker of subway cars), machinery and 
paper. Instead of being wiped out, each 
industry adapted by shuffling its work- 
force, products and assets. 

If they had the choice, of course, man- 
agers and workers in Canada or anywhere 
else would prefer not to adapt, which 
explains the fears about the mild, extra 
dose of competition which a Canadian- 
American compromise over a free-trade 
pact would bring. Those fears are stron- 
gest in the motor industry in Ontario, the 
largest manufacturing industry in the 
country. It developed under a political 
deal negotiated with America in 1965— 
the “auto pact’—which allowed Ameri- 
can carmarkers to sell cars duty-free in 
Canada if their local operations—mostly 
assembly—added value equivalent to 
60% of their revenue from new car sales 
in the country. There would be no such 
guarantee of large-scale assembly of cars 
by American companies in Canada if the 
auto pact was scrapped. But cheaper 
labour would help the Canadians to keep 
American car plants. It now costs about 
C$600 less to assemble a car in Canada 
than south of the border. 

Each government regards this pact as a 
blessing or a curse, depending on which 
side has swung into surplus or deficit in 
the enormous trade in cars and parts 
which resulted from it. Canada has had 
the better of it since 1982 so its car 
workers oppose talk of free trade in cars. 
The auto pact was agreed at a time when 
the North American car market was iso- 
lated from the rest of the world. But the 
building of Japanese car plants in North 
America—world-scale plants north and 
south of the border to supply the North 


American market—has integrated Cana- 
da and the United States with the world 
market. Some Canadians are wary of this 
sudden gust of competition. As Mr Bob 
White, the president of Canada’s (now 
independent) United Auto Workers, puts 
it: “I do not buy the argument that the 
golden life [is] to be the most competitive 
son-of-a-bitch in the world, at any cost.” 
Many parts of the public sector buy it 
even less than Mr White. 


Seeing the light 

The sun shines almost every day of the 
year in Regina, the capital of the wheat- 
growing province of Saskatchewan, 
though the temperature varies between 
almost 80 degrees Fahrenheit in the sum- 
mer and 70 degrees of frost in the winter. 
This lucid but harsh climate is the natural 
habitat of the prairie Fabian, who can be 
found in charge of various public. func- 
tions, including the province’s ow} pot- 
ash mining company, which is now¥mak- 
ing big losses, and its technically superb 
telephone system, whose constr@ction 
helped the province to nurture more high- 
technology firms than most other parts of 
Canada. 

Perhaps because Saskatchewan has 
some hits as well as the misses more 
commonly associated with provincial and 
federal industrial policies, its Progressive 
Conservative government is as lukewarm 
about selling off public corporations as 
the rest of Canada. And the Fabians rule 
unchallenged. Asked what Sas- 
katchewen’s telephone company thought 
about deregulation, one replied: “I don’t 
think deregulation will happen. It’s not 
the Canadian way of life to beggar your 
neighbour.” 

That depends on who the neighbours 
are. Long-distance telephone calls cost 
consumers about 30% more in Canada 
than in the United States, and household 
telephones receive on average a cross- 





Long distances, high rates 


subsidy of 50% from commercial users. 
An application to supply a cheap, long- 
distance telephone service by the railway 
conglomerates Canadian National and 
Canadian Pacific was turned down by the 
federal government in 1985 on the 
grounds that the two applicants would not 
be able to make any money from it. The 
government argued that they aimed to 
compete by cutting rates, not by cutting 
costs, that is being more efficient. Britain 
has had similar problems: it is hard to 
deregulate if there are no efficient com- 


petitors already in business. Unlike Cana- 


da, the British decided that some deregu- 
lation was better than none. 

So deregulation of telephones is on 
hold, and provinces which own their 
telephone systems, like Saskatchewan, 


-~ could easily keep it there for quite a long 


time. The Progressive Conservatives are 
still pushing deregulation of air travel and 
road transport. The Liberals, more for 
reasons of popularity than efficiency, had 
begun to loosen the regulation of air fares 


in 1984. Mr Mulroney’s government 


wants to complete airline deregulation in 


1986, though there will not be a free 


market in air travel unless Air Canada, 
much the biggest airline, is privatised. 


Road transport deregulation has to be 


negotiated with the provinces and will 


therefore be slow. 

Provincial powers over economic poli- 
cy cramp the federal government's al- 
ready limited ability—and will—to curb 
the public sector’s growth and make it 
more efficient. One benefit from talks on 


a free-trade pact with America could be 
_ progress towards similar free-trade pacts 


between the Canadian provinces. The 
provinces have their own marketing 
boards for farm products (which spend 


_ less money on feather-bedding farmers 


than America or the EEC, but prevent 
trade in some farm goods across Canada) 
and protection against inter-provincial 
trade for companies they are trying to 


encourage. 

One interesting example to be found is 
the beer industry. Three companies— 
John Labatt, Molson and Carling 
O'Keefe, a subsidiary of Rothmans of 
Pall Mall—have more than 95% of the 
beer market. They operate 28 breweries, 
and independent firms have another ten 
or so. That contrasts with a total of about 
110 breweries, in the American market, 
which is more than ten times as big. 
Canadian brewers run a lot of small plants 
across the country because most prov- 
inces, which control sales of alcohol, 
insist that what they sell must be brewed 
in the province. Most of these cottage 
breweries would be wiped out either by 
their owners or by competing American 
brewers if the provinces, and Canada, 
opened up the beer trade. 


Unfreezing antitrust 

Four times in the past 15 years, attempts 
to strengthen Canada’s feeble competi- 
tion laws have been defeated by business 
lobbies. Mr Mulroney’s competition min- 
ister opened the fifth innings in Decem- 
ber 1985 with a plan which could finally 
work. 

“Canadians”, remarks one of his offi- 
cials, “don’t take competition policy seri- 
ously and never have”. The problem was 
partly technical: Canadian antitrust law 
required a criminal, instead of civil, con- 


viction for conspiracy to restrict competi- 
tion, which made it easy for business to 
conjure up terrifying images of meek, 
white-collar folk behind clanging bars. 
Judges often appeared ignorant of the 
facts of commercial life. More important, 
it is tempting for Canadians to think that 
large companies make up for having a 
small economy, which sounds sensible 
but is much like a diminutive football 
player compensating by wearing boots 
several sizes too big. 

Canada’s new competition law, if it 
survives the lobbying by business inter- 
ests, will set up an expert competition 
tribunal instead of relying on ordinary 
judges, increase fines and introduce pow- 
ers to review mergers. It will also bring 
publicly owned corporations within the 
competition law: many are now exempt 
because civil servants have discovered, as 
businessmen have before them, how con: 
venient monopoly powers in industry car. 
be. 

Even if this new scheme fails, the 
damage done by poor competition laws 
will be steadily offset by increasing com- 
petition from foreign firms as the Canadi- 
an economy opens up. In most industrial 
economies, from Britain to Canada and 
Japan, international markets have en- 
forced competition in a way that domestic 
industrial policies and antitrust laws have 
often proved powerless to do. 


Cultural evolution 


Canada has become steadi 
now highly cosmopolitan. 

ment 
snuffed out by the Americans 


Those Canadians who wonder occasional- 
ly whether they have a national identity 
or a distinctive culture might be interest- 
ed in talking to the Toronto police. Not 
the lost property department, but the 
ethnic relations unit, whose officers keep 
in touch—in 17 different languages—with 
the city’s immigrants in an attempt to help 
communications between the police and 
the public. Part of their job is to offer 
advice to immigrants, who make up one- 
third of Toronto’s population of 3m, 
about how to adapt to Canadian life. 
Neither they nor the immigrants they 
talk to have any doubts that daily life in 
Canada has its distinctive features. Cana- 
dians, they find themselves telling new- 
comers, do not like boom-boxes blaring 
in their parks, form queues and wait their 
turn, and are friendly enough to shake 
hands when meeting or parting but prefer 
to be spared any contact in between. Such 
basic Canadian habits prevail despite the 
rush of immigrants which has helped to 
double Canada’s population in the past 40 


more open to foreign cultural influences, and is 
et the country’s political and cultural establish- 
ut not its consumers—still worry that their culture is about to be 


years, despite the official policy of en- 
couraging a “mosaic” of different cul 
tures and the ever-present influence oO: 
the United States. 

Toronto’s ethnic policemen say that 
American films, books and attitudes can 
make it more difficult, but not by much, 
to explain Canadian customs to immi- 
grants. One of them puts it like this: 


They listen to radio, watch television and 
that shows them what society is all about. 
And as a result they get confused, because 
they're watching American television. We 
have to tell them these are two separate 
countries. Left, right and centre we get 
asked whether we're as aggressive as Ameri- 
cans because they go shooting people and 
things like that. 


“Rambo”, for example, caused the To- 
ronto police a few problems. It is typical 
of the close relations between Canadian 
and American entertainment that 
“Rambo” was invented by a Canadian 
working as a university professor in 
America, and that the first “Rambo” film 
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was directed by a Canadian too. 

Debates about national identity, a form 
of light entertainment in Britain or Aus- 
tralia and a pompous preoccupation in 
places like Japan, are downright frustrat- 
ing in Canada. Distinctions between peo- 
ples are always a matter of degree and 
become harder to define as the world 
shrinks—not because people are all be- 
coming alike, but because differences 
between individuals increase as their 
choices widen while national stereotypes 
blur. Canada has a big and varied immi- 
grant population and strong French and 
English heritages. And it gulps down 
anything produced in the United States. 


Made in North America 

Too much? Talk of a free-trade pact has 
inflamed an old argument in Canada 
about the right balance between imported 
and local books, films and broadcasting. 


- Chart 9 opposite shows how much of each 


comes from abroad—books from every- 
where, films from America and elsewhere 
in equal measure and broadcasting im- 
ports mostly from America. 

The small size of the Canadian market 
means that where there is direct competi- 
tion with imports—television drama, nov- 
els, feature films, but not sports or news 
programmes—Canadian entertainment is 
more expensive to make and distribute 
than competing American products, pro- 
duced for a much larger market and 
hence with lower average costs. So the 
local product often has to be subsidised. 

Publishers, writers, film producers, 
public-sector broadcasters and some aca- 
demics and journalists—Canada’s cultur- 
al nationalists—associate these subsidies 
with the survival of their country’s cul- 
ture. With few exceptions, cultural na- 
tionalists do not want to cut themselves 
off from American or other sources of 
entertainment, and the public would not 
let them do it if they tried. The debate is 
not about outright protection, but about 
where to draw the line between imports 
and the local product, and how much 
should be spent to do it. 

As soon as the Progressive Conserva- 
tives announced their plan last spring to 
open talks on a free-trade pact with 
America, the opposition parties and eco- 
nomic and cultural nationalists accused 
the government of “selling out Canadian 
culture”. By this, they meant two things. 
First, that increased economic integration 
could eventually undermine Canada’s po- 
litical and hence cultural independence. 
Second, that subsidies and protection for 
the Canadian publishing, broadcasting 
and entertainment industries might have 
to be sacrificed to get the Americans to 
agree to a free-trade pact. 

Opinions about how and where to 
discriminate between Canadian and for- 





eign culture vary with personal tastes. 
Passions run higher in Ontario and Que- 
bec on the need to defend Canadian 
culture than in the west. 

The Progressive Conservatives have 
tried to head off the cultural nationalists’ 
campaign against the free-trade talks by 
promising not to throw publishing, broad- 
casting and films open to competition. 
Supporters of an open-door policy argue 
that since some of Canada’s cultural activ- 
ities have to be subsidised, they can thrive 
only when the economy is doing well, 


Imported culture 

Book sales by foreign and domestic 
publishers,1983 

Estimated sales of new books 


New titles (number) 


3962, 


Feature filmsdistributedinCanada, £22 
bycountry of origin Gs ian 


in Canada, proportion 
time (Mon to Sun 6:00am- 2:00am, 
Janto Dec 1984) by typeof programme on: 


which now means trading well. They also 
make the point that free trade in Europe 
seems to have brought political integra- 
tion no nearer. In practice, the link be- 
tween trade and cultural policies is more 
modest, and concerns mainly books and 


Foreign companies have nearly 80% of 
the Canadian book market, but Canada’s 
small, financially weak domestic publish- 
ing industry accounts for the majority of 
books written by Canadian authors. Ca- 
nadian novelists, poets and playwrights 





have proliferated in the past 30 years 
the country became richer and more 
interested in its own growing culture. This 
renaissance began without subsidies but, 
from the early 1970s, the federal and 
provincial governments subsidised writers _ 
and publishers. Mr Jack McClelland, the — 
chairman of the largest Canadian owned - 
publishing company, McClelland and 
Stewart—which was bailed out with pub- 
lic money two years ago and has just been — 
sold—argues that if subsidies were with- — 
drawn, a lot of local publishing houses 
would disappear overnight: 

The Canadian industry is now to a very 

considerable degree a ward of government 

. It’s probably easier to be published in- 

Canada today than anywhere else in the 

world. If you're an author who can’t find a 

publisher, God help you. 

Mr Marcel Masse, the communications 
minister in Mr Mulroney’s government, is — 
not so sure. Last July he tried to tighten — 
Canadian control of the publishing indus- 
try by insisting that when ownership of a — 
local publishing subsidiary of a foreign 
firm changes hands, it must pass into 
Canadian control within two years. This — 
gave the American entertainment and — 
publishing lobby a propaganda coup — 
ahead of the trade-pact talks, since Mr — 
Masse’s new rule threatened, retroactive- 
ly, the merger of the Canadian subsidiar < 
ies of Gulf and Western and the publisher 4 
Prentice-Hall, already agreed between — 
the American parent companies. . 

Mr Masse was asked in late 1985 bya 
disheartened film industry to roll back $ 
foreign penetration of their market too. 
In contrast to book publishing, govern- 
ment subsidisation of films has been a | 
flop. First the federal government 
pumped a lot of money into the industry 
from the late 1960s through its Canadian 
Film Development Corporation, but — 
Canada’s share of its own film market — 
rose hardly at all, going up from ae F 
to around 2% (see chart 9). Then 
government gave tax breaks so generous - 
that a lot more feature films were made in — 
Canada, but most were commercially use- 
less. The exceptions were films (such as — 
“Porky’s”), dismissed by critics as Holly- 
wood look-alikes, though in commercial — 
films, like other industries, Canada has 
no choice but to compete for wider mar- 
kets than its own. 

Instead of seeking new ways to subsi- 
dise a modest increase in Canadian films, — 
the industry now wants Canadians to — 
control all distribution rights in order to 
encourage the production of films. But 
the country’s cultural policy, like its — 
trade, is drifting i in the opposite direction, 
towards more imports and fewer attempts — 
to keep foreign, mostly American, prod- 
ucts out. = 

Canadians want a mixture of their own 
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and foreign radio and television pro- 
grammes, much as they want some Cana- 
dian books on their shelves and good 
Canadian films. If it were left to the 
market, the supply of Canadian pro- 
grammes, books and so forth would cer- 
tainly shrink. Hence the case for leaning 
against market forces, which every coun- 
try does in its broadcasting. But how far, 
and at what cost? 

The Canadian Broadcasting Corpora- 
tion (CBC) is meant by law to do things like 
providing “for a continuing expression of 
Canadian identity”, but it cannot hold on 
to a big audience unless it shows popular 
American soap operas (see chart 9 on 
previous page). The BBC in Britain must 
compete for shows like “Dallas” or “Dy- 
nasty” to hold on to its audience, but 
imported drama and entertainment still 
represents a minority of its programmes. 
In Canada, 98% of all drama watched on 
television is American. 

In common with other Canadian cul- 
tural institutions, the CBC says more pub- 
lic money is the answer. It argues that the 
25% or so of Canadian viewers watching 
its French and English networks are hap- 
py with almost exclusively Canadian pro- 
grammes on news, sports and current 
affairs. It does have the occasional hit 
with its own drama. Mr Pierre Juneau, 
the CBC's chairman, argues that since 
Canadians like the small diet of local 


drama they already get, why not fatten it 
with extra subsidies to produce more all- 
Canadian programmes. In January, the 
CBC proposed setting up a second channel 
and increasing the Canadian content of its 
programmes. 

Private broadcasters, competing direct- 
ly with the American networks beamed 
across the border, would air fewer (rela- 
tively expensive) Canadian programmes 
were it not for laws setting minimum 
“Canadian content”. Federal govern- 
ment laws on local content have been in 
retreat since they were first introduced in 
1968. They reduce profits for broadcast- 
ers and the choice offered to viewers. 
That is one reason why cable television, 
which pipes American television net- 
works into Canadian homes, took off so 
fast in Canada. 

The argument about where to draw 
that line between Canadian and imported 
culture is being resolved slowly by the 
market, and by the government’s limited 
resources, in favour of letting people 
choose what they want. There will always 
be a demand for local products, but 
perhaps not enough to support the cur- 
rent size of Canada’s cultural establish- 
ment. The adjustment to freer markets in 
this industry is proving more painful than 
in any other, not least because people 
working in it are good at making them- 
selves heard. 


Super power relations 


Far from becoming a mere satellite of America, Canada has a bright future as 
a competitive, independently minded middle-sized power. To get there, the 
country has no choice but to compete openly and on equal terms with the 


Americans 


This survey began by discussing Canada’s 
place in the world and the integration of 
Canadian with foreign institutions which 
foreshadowed what is likely to happen to 
other countries as the world shrinks. But 
each example of such integration, from 
trade to television programmes, con- 
cerned the United States alone—not least 
because the few attempts made to 
strengthen links with other countries, 
particularly in trade, have failed. To 
opponents of closer ties between Canada 
and the United States, this will look like a 
sleight of hand: to them, Canada is not 
growing more cosmopolitan, merely 
more American. Why hurry this along 
with a free-trade pact? 
The answer is that Canada’s economic 
| wealth and national self-confidence de- 
pend on its ability to compete in world 
markets. It was the failure to compete 
worldwide in recent years which helped to 
confine Canadian trade so exclusively to 
North America. Canada’s economy will 
grow steadily more integrated with 


America’s whatever the two governments 
do, short of blanket protectionism. If it 
emerges without being badly mauled by 
provincial and other sectional interests, 
the Progressive Conservatives’ open-door 
policy would probably help to make a 
Virtue out of this necessity, by honing the 
ability of Canadian firms to compete 
worldwide. The United States is now 
Canada’s route to the rest of the world. 

Perhaps Canadians would feel better 
off without such a big neighbour, and 
with a more even spread of trading, 
cultural and.political relations with other 
countries. Some facts of life next door to 
the United States are irksome, among 
them things like acid rain, which is also 
produced by Canada but in nothing like 
the quantity. 

But there are few constraints from this 
lopsided relationship which could not also 
be treated as opportunities for Canadi- 
ans. They get many of the economic 
benefits from living on the world’s richest 
continent as well as the great advantages 








of living in a more orderly, safe and 
considerate society and a less corrupt 
political culture. They are protected by 
America—and, like all allies of great 
powers, understandably restive about it— 
without paying heavily for their own 
defence. 

The power of the American economy 
leaves Canadian policy-makers with little 
room for manoeuvre, and makes them 
more vulnerable than others to wrong- 
headed policies in Washington. It also 
imposes discipline on those govern- 
ments—and Mr Mulroney's is among 
them—which recognise how little free- 
dom of action they have. If Canada 
managed to keep its inflation lower than 
America’s, it could afford to cut its inter- 
est rates, instead of striving, as the Bank 
of Canada must now, to keep its rates a 
fraction higher to protect the Canadian 
dollar. Canada cannot raise its personal 
tax rates too far above the American rate 
without risking the loss of capital and 
talent. Some Canadians may grumble 
about loss of sovereignty, but they bene- 


Ruminating 


fit, too, from living in a society which is 
constantly pricked by competition from 
its neighbour. 

When Mr Mulroney took power in 
1984, he promised “good relations, super 
relations” with the United States, after 
years of tension between the Liberals and 
successive administrations in Washing- 
ton. The problem was not that the Liber- 
als argued with the Americans. It does 
the Americans good to be called to order 
by their smaller allies. The trouble with 
the Liberals, which Mr Mulroney still has 
time to put right, was that they were 
tempted to cop out of the competition 
with the United States and hence with the 
rest of the world. 
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THE CITY OF 


TORONTO 


MEANS BUSINESS IN CANADA 
AND AROUND THE WORLD 


e Toronto is headquarters tor Canada’s largest financial institutions and for 
44 of the 57 foreign banks operating in the country. 


* The Toronto Stock Exchange, Canada’s largest exchange facility, features 
the most advanced electronic trading and communications systems in use 
today. 


e The sophisticated and cosmopolitan cultural attractions of Toronto have 
been accorded international recognition, along with the City’s highly 
praised “liveability.” 


Economic Development Division, 
City of Toronto Planning and Development Department, 
18th Floor, East Tower, City Hall, 
Toronto, Ontario, Canada MSH 2N2 
(416) 392-7571 










Advantageously situated for the develop- 
ment of heavy industry, processing, manufac- 
turing and offshore support. 

Our 6800 hectare harbourside industrial 
parks, with an existing heavy industry base, 
have access to modern rail and highway net- 
works, and nearby airports. There are ample 
supplies of power and fresh water, and the busy 
towns of the area provide community amenities 
and services. 

Bulk cargo is being trans-shipped through 
this year-round port using supercarriers with 
draughts up to 27 m. 

Federal and provincial grants and loans are 
available for plant establishment or expansion, 
equipment, job creation, product development 
and marketing assistance. 

For information about our potential and op- 
portunities for industrial development, contact 
the Executive Director, Strait of Canso In- 
dustrial Development Authority, Box 610, Port 
Hawkesbury, Nova Scotia, Canada. BOE 2V0 
902/625-1631 Telex: 019 37532 
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How a 


Fujitsu computer system — 


took Dr. Noguchi 


to her father’s star. 


Dr. Hisako Noguchi is a den- 
tist in Tokyo who has an unusual 
hobby: she studies comets. She's 
been studying them ever since 
childhood when her father, an 
astronomer, introduced her to 
them. 

Her father was fascinated by 
comets, and he made them 
seem so magical to her that he 
ignited in her a passion that has 
lasted all her life. 

Her favorite comet is Halley's 
Comet, because, among other 
more scientific reasons, that was 
the ‘star under which her father 
was born. He was born in 1910, 
the last time Halley's came. And 
he always hoped to live until 
1986, so he could see it come 
again. 

He didn't make it; he died in 
1979. But Dr. Noguchi, as she 
promised him, is seeing it for him. 
She's seeing it up close. 


Deep space probes & Fujitsu 


She’s seeing it not only with 
her eyes, but — through published 
reports — with the instruments of 
two deep space probes that Japan 
has launched to rendezvous with 
Halley's Comet and study it as it’s 
never been studied before. 


CRORE. g 
FUJITSU 


Fujitsu Limited-Tokyo, Japan 


The space probes, which 
have effectively ‘taken’ Dr. 
Noguchi right up to Halley's, are 
being controlled by a computer 
system that not only precisely 
positions them more than a 
hundred million miles away from 
Earth, but also processes all the 
data they send back. It’s a very 
special kind of computer system, 





Path of Halley’s Comet, and inter- 
sect trajectories of Japan’s deep 
space probes, displayed on screen 
of very large-scale Fujitsu com- 
puter system. Fujitsu specially 
developed the complex software 
that manipulates all range and rate 
data to predict and determine the 
path of the probes. 





a ‘communicating computer sys- 
tem that integrates both computer 
and communications technolo- 
gies. It's the kind of system that 
could only have been made by a 
company like Fujitsu. 


Who is Fujitsu? 

Fujitsu is Japan’s number one 
computer maker. We're also one 
of the world's leading tele- 
communications makers. And a 
company known for our strong 
commitment to sharing our high 
tech resources with our partners 
and customers in all the countries 
in which we operate. 

Because of our unique dual 
computer-communications ex- 
pertise, we are ideally positioned 
to play a major role in the infor- 
mation revolution that is now 
gaining force in the world. We will 
be helping to put a computer on 
your desk, and to tie your tele- 
phone into a mind-expanding 
network of information services. 
We will be helping to lift you 
beyond the age of the computer 
to the era of the communicating 
computer — to remarkable sys- 
tems that can do miraculous 
things. Like take a fond daughter 
to her father’s star. 


Japan’s number one computer maker. 
And a world leader in telecommunications technology. 








Westpac, Australia’s world bank, is a major force in 
the international capital markets and has managed facilities 
in excess of US$60 billion since 1982. 


_. And more recently we have been at the leading edge of the 
rapid expansion of Euronote issuance facilities. 

In fact, we were the first Australian bank to act as sole 
arranger in such a transaction. 
l With a growing distribution and placement capacity 

for both Euronotes and Eurobonds, Westpac has also 

become very active in the management of new issues, and 
is a major player in Australian dollar denominated 
Eurobonds. 

Around the world, Westpac’s Capital Markets Group 
offers packages tailored to suit your individual needs 
-as well as advice and help on the structuring of financial 
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Australian currency $50 note, Howard Walter Florey Scientist & Co-discoverer with Sir Alexander Fleming of Penicillin (4898-1968), Howard Walter 
Florey, who features on the Australian $50 note, brought penicillin, the first antibiotic, to the world. As Professor of Pathology at Sheffield University from 1931-35, Florey 
was later appointed Professor of Pathology at Oxford (1935-62). In 1945, he shared the Nobel Prize for Physiology and Medicine, with Dr Ernst Chain, for his part in 

developing penicillin, Amongst other honours, Florey was knighted in 1944. 


Discover how Westpac can meet your needs 


in the International Capital Markets. 


We first made our mark in the syndicated loan market. 





























packages, incorporating the use of fixed and floating rate 
debt instruments, and involving a variety of different 
currencies and pricing mechanisms. 

These packages are tailored to suit your individual 
company’s needs, and will increasingly involve the use of 
interest rate and currency swaps, an area where Westpac’s 
expertise has been clearly established. 

Westpac is the most experienced and largest banking 
and finance group in the Western Pacific region and we 
have a growing, global network of offices in 23 countries 
and an asset base approaching A $50 billion. 

The strength of Westpac is also shown by our strong 
capital base which is the envy of many leading world 
banks. 

Discover how Westpac can help meet all your needs 
in the international capital markets. 
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Lost oil loot leaves Lawson less 
lavish 





They've had their tax cut already 


The budget Mr Nigel Lawson unveils on 
Aarch 18th is being shaped by a cabinet 
oth worried about the government’s un- 

popularity and determined to reassert 
collective discussion. It is thus not surpris- 
ing that the chancellor is under pressure 
to present a more expansionary budget 
than he regards as prudent. 

The Treasury’s caution is understand- 
able. The decline of the dollar against the 
pound, and of the world oil price, has 
dramatically reduced tax revenues avail- 
able from North Sea oil, the output of 
which will also start to fall this year. Last 
March, the Treasury thought oil revenues 
in 1986-87 would be some £11.5 billion. 
The 55% fall in the sterling oil price since 
then reduces prospective revenues to 
about £64 billion. Last spring, the govern- 
ment might have expected to make tax 
cuts of about £34 billion. Some forecasts 
(like one coming soon from the London 
Business School) now reckon that even 
with an average oil price of $20 a barrel, 
there will be no scope for tax cuts at all. 

In strict Treasury terms, that may be a 





political, rather than an economic, prob- 
lem. A cut in the oil price is similar to a 
cut in indirect taxes. Companies and 
consumers benefit—but the chancellor 
gets no credit. He might thus be tempted 
to raise taxes on oil and spend them on 
income-tax cuts. Imposing value-added 
tax on fuel, light and power would raise 
£1.6 billion in a full year, had not the 
chancellor in last year’s budget unwisely 
ruled out any extension of the VAT base. 
Raising petrol duty is less appealing: only 
a big increase at the petrol pump would 
recoup the revenue lost through lower oil 
prices. To lighten this gloom, some of Mr 
Lawson’s colleagues say that cheaper oil 
will stimulate the economy, and thus 
increase tax revenues. The chancellor 
hopes to dampen their optimism by quot- 
ing a Treasury study which shows that a 
10% fall in the oil price raises the GDP 
growth rate by one-tenth of a percentage 
point at the end of a year. 

Mr Lawson might try to take the politi- 
cal trick a second way, by borrowing a 
little generosity from next year’s budget. 
In a study of oil prices and budget strate- 
gy, the Institute for Fiscal Studies (IFS) 
argues that the government had expected 
oil revenues to decline by some £2 billion 
between 1986-87 and 1987-88, because of 
the fall in oil output. But because the tax 
take from the North Sea has been so 
dramatically reduced, the gap between 


At the threshold 


% breakdown of people removed 
from paying tax 
if tax allowance increased by 30% 


~ i Single people 9 


children 6 
Single parents 3 


1986-87 revenues and 1987-88 revenues 


will be smaller—perhaps only £1 billion. — 


On top of that, if the government does 


not cut non-oil taxes in 1986-87, its reve- _ 
nue from them will be higher in 1987-88 
than it had expected. So while the coming 
year’s tax receipts will be less than once — 


forecast, those a year later could be more. 
Why, the chancellor’s colleagues may 


ask, should he be so austere this year if he — 


can be so generous in 1987? 


Whatever to 25%? 
Until the oil price fell, the Treasury was 
keen to cut the basic rate of income tax, 


7 ai 


rather than continue increasing the real 


value of tax thresholds, which are now 


(see right-hand chart below) quite high by — 


international standards. The real value of 


the threshold has been raised in each of — 


the last four budgets. If the money had 
instead been used to cut the basic rate, 


that could now be down to 264%, close to 


the 25% that the government hoped for in 
1979. 


Increasing allowances has fallen out of — 


favour for two reasons. First, it is an 
inefficient way of targeting help on poor 


families, and of increasing the incentive . 
to work. As the left-hand half of the chart — 


shows, only a handful of those relieved 


from tax by an increase in tax thresholds 


are the heads of families with children. 
Most are wives, or pensioners. Second, 
the much-delayed green paper on person- 
al taxation, now expected on budget day, 
will provide an incentive to lower the 
basic rate. 


Its main proposal is expected to be the — 


introduction of tax allowances which can 
be transferred between husbands and 


wives. At present, a two-earner couple — 
ká 
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The agriculture minister, Mr Michael 
Jopling, is preparing a secret plan to sell 
all the land held by the Forestry Com- 
mission in a single lot. He hopes that this 
might raise £1.5 billion. That would 
represent £500 an acre for the Commis- 
sion’s 2.9m acres. It would be a useful 
contribution to Mr Nigel Lawson’s asset 
sales, and so a plus for Mr Jopling. 

A much more limited programme of 
disposal of surplus forestry land was 
launched in 1981. It was intended to 
raise £84m, and to reduce the Forestry 
Commission’s demands on the taxpayer. 
Under this scheme sales have been run- 
ning at the rate of some 40,000 acres a 
year at an average price of £400 an acre, 
a figure which conceals large regional 
variations. Land in England and Wales 
has fetched over £600 an acre; but that in 
Scotland, which has over 60% of Forest- 
ry Commission land, less than £200 an 
acre. In response to criticism of this 
disposals programme, the government in 
November 1984 changed the emphasis 
from raising cash to rationalising its 
estates, in order to improve efficiency 
and commercial effectiveness. At the 
same time the target sum to be raised 
was increased to £100m. 


receives 2} times a single person’s tax 
allowance, while a one-income family 
gets only 14 times a single allowance. Mr 
Lawson would like to give each individual 
a single allowance and allow a wife who 
did not work to hand her unused allow- 
ance to her husband, to set against his 
income. 

That will create losers (two-income 
families) as well as winners (stay-at-home 
wives). But the losers will lose less, if the 
allowances are relatively unimportant. So 
if the government wants transferable al- 
lowances, it would be politically wise to 
concentrate on cutting income tax, rather 


52 


Forestry Commission for sale 


Mr Jopling’s new scheme is to sell the 
state forests to financial institutions 
which would then offer shares in them to 
clients. But the Forestry Commission is 
still far from profitable. At present, the 
Commission covers only a third of its 
annual £150m expenditure from timber 
sales, and receives a grant-in-aid from 
the Treasury of some £54m a year. So a 
part-time member of the Commission, 
Mr Ian Coutts, an accountant from Nor- 
folk, has been asked to prepare a feasi- 
bility report. The new Scottish secretary, 
Mr Malcolm Rifkind, has insisted on a 
delay while he assesses for himself the 
implications for the Scottish economy. 

Most of the Commission’s 6,300 staff 
would keep their jobs if the forests were 
privatised. The Commission itself might 
continue in existence, to provide re- 
search and grants to private woodland 
owners. Strangely, the scheme might 
find favour with conservationists who 
dislike the serried ranks of fir trees with 
which private forestry is covering the 
hillsides. The sale of the state forests 
would increase the supply of private 
woodland by 78% at a stroke. So it 
should be years before commercial in- 
vestors need to plant more fir trees. 


than raising tax allowances. 


Easy wheezes 

With little money to dole out, the case for 
using it to maximum political effect is all 
the greater. Here are four cheap and eye- 
catching ideas for the chancellor. 

(1) Encourage investment in equities 
through special bank- or building-society 
accounts, as suggested by Mr John Kay, 
director of the IFs. Payments into them 
would receive tax relief. The money 
would be invested in equities or unit 
trusts and dividends paid into the ac- 
count. Withdrawals would be taxed. 






























(2) Encourage workers to keep shares in 
their own companies, and not sell them as 
fast as they tend to. Make the first slice of 
dividend income tax-free, thus increasing 
worker-ownership of companies: good 
for incentives and for wage restraint. 

(3) Remove the sudden jumps in national 
insurance contributions (NIC) rates for 
low-paid employees. Now, employees 
pay no national insurance if they earn 
£35.49 a week, but 5% on all income the 
moment they earn £35.50. Smooth that 
out (suggests the IFS) by introducing an 
allowance, and charging NIC only on earn- 
ings above it. Keep the cost down by 
withdrawing the allowance in line with 
rising earnings, so that at, say, £90 a 
week, employees pay the same NICs they 
would have paid anyway. 

(4) Encourage self-employment by relax- 
ing the rule that insists that workers onl: ~ 
qualify for self-employed status if the: 
work for several employers. 


Labour party 
Better when hung 


The leader of the Labour party, Mr Neil 
Kinnock, would love an overall majority 
in the next parliament. If he can’t get one, 
he will have to make do with the next best 
thing—a hung parliament in which La- 
bour has the largest number of seats. That 
is forcing him to devise an electoral 
strategy of some subtlety. 

He needs all the subtlety he can mus- 
ter; Labour's performance in the opinion 
polls continues to disappoint. The most 
recent nationwide poll, by Gallup, with 
fieldwork done during the Westland cri- 
sis, gave Labour 35.5% of the popular 
vote, the Alliance 33.5% and the Conser 
vative party only 29.5%. Even such ; 
collapsed Tory vote would not give La- 
bour an overall majority. Labour needs to 
be polling around 40% to make that 
likely. 

Labour’s response has been a strategy 
designed to woo both Alliance voters and 
wet Conservatives. This strategy rests on 
two planks—first, the attempt by Mr 
Kinnock to rid his party of its most 
troublesome leftwingers; second, eco- 
nomic policies to attract those middle- 
class, managerial voters who have not 
supported Labour since the 1960s. 

Hence Mr Kinnock’s attempt to freeze 
out Militant, the Trotskyist fringe of his 
party. Mr Kinnock’s supporters on a key 
party committee recently refused to ac- 
cept the nomination of Mr Pat Wall, a 
Militant supporter, as Labour's prospec- 
tive candidate in the Tory marginal seat 
of Bradford North. No suggestion was 
made that Mr Wall’s nomination was 
irregular, and he was a Labour candidate 
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Unsullied no more 


The reputa 
believe that the police 


tion of London’s police force is poor. Many Londoners do not 
them; and many young people find them a 


threat. The cure is more professional management, and more political 


accountability 


The Metropolitan Police—“The Met”, 
to all Londoners—has some 27,000 po- 
licemen, about 22% of the total police 
establishment in England and Wales. It 
costs around £700m a year; since 1829 it 
has been proud of its legends, myths and 
achievements. It needs to work hard if it 
is to live up to them once more. Accord- 
ing to the latest annual report of the 
commissioner, 75% of all Londoners 
polled regularly for the Met express 
satisfaction with its services. The Met's 
latest poll, published in January, showed 
a satisfaction rating of 69%. In some 
parts of London the picture is worse. 

Some academic criminologists asked 
people in the inner London borough of 
Islington to evaluate how successful the 
police were at handling seven offences 
(see table). They found that most people 
under 45 do not trust the Met to deal 
with some common inner-city crimes. 

Equally alarming, lots of people claim 
to have been dealt with badly by the 

lice. The most recently publicised case 
involved an attack by policemen on some 
young men in the north London area of 
Holloway in 1983. Officers in one of 
three vans patrolling the district beat up 
the youths; all those in that van and in 
the other two (a total of 30 officers) then 
took vows of silence, thus protecting the 
culprits both from the force’s own inves- 
tigators and from the Police Complaints 
Authority. The home secretary, Mr 
Douglas Hurd, described the attacks as a 
disgrace to the force, and added, “there 
must be deep dismay over the incident- 
. . . because of its impact on the stand- 
ing and reputation of the Metropolitan 
Police”. 


No trust 
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The dismay should be greater, because 
the youths’ experience is far from 
unique. Last week, a black Sunday 
school teacher was awarded £26,000 
damages for her treatment at the hands 
of the police. Many incidents do not 
reach the national newspapers. 

Since 1972, the Met has been run by 
three tough commissioners—first Sir 
Robert Mark, a scholarly scourge of 
corruption, then Sir David McNee and, 
since 1982, Sir Kenneth Newman. Sir 
Kenneth has brought to the Met some 
disagreeable sociological jargon (his re- 
ports forever talk of “internal” and ‘‘ex- 
ternal” frames of reference), but also a 
passionate desire to improve the profes- 
sionalism of his force. He has had to try 
to change the ethos of his men at a time 
when the social mix of London is altering 
in ways that many of them—and nearly 
70% of the Met are not Londoners by 
origin—find threatening. 

For London is a multi-racial city. 
Some 18% of its population is black or 
Asian. Twice in recent years—first in 
1981, then in 1985—gangs of mainly 
black youths have fought pitched battles 
with the forces of the Met. In the most 
recent riot, at Broadwater Farm in Tot- 
tenham, a constable was killed. 

The Met admits that, before 1981, its 
policing of racially mixed areas was 
poor. It has tried to do better since Lord 
Scarman’s report on the riots of that 
year. But even now, only a handful of 
blacks apply to join the Met. In 1983, 
only 444 out of 10,284 applications to 
join the force came from ethnic minor- 
ities; 74 of these joined. In 1984, 400 
applied, but only 36 joined. Under 300 





of the Met’s policemen are now from 
ethnic minorities. 

Getting more black policemen into the 

Met is a specific problem facing Sir 
Kenneth. The larger issue is how to 
make the force acceptable once more to 
all Londoners. A number of answers 
suggest themselves: 
@ First, an absolute commitment to 
Newman-style professionalism. Met 
spokesmen say that, despite much initial 
scepticism, they now see few “canteen 
lizards spitting venom” at Sir Kenneth’s 
ideas, Yet the constant leaks by police- 
men about the failings at Tottenham 
suggest neither professionalism (some 
officers have hardly been out of the 
public prints) nor an acceptance of Sir 
Kenneth’s style. 


% dissatisfied with police handling of 


Offence Race 

16-24 5-44 45+ White Black Asian 
Muggi 
= gh 68.6 71.9 50.4 61.4 63.1 57.6 
Burglary 67.7 77.9 55.6 65.1 69.5 71.7 
Teenage 
rowdiness 51.1 51.4 36.2 43.5 58.4 55.3 
Street fights 37.8 30.5 25.7 28.4 37.5 44.7 
Vandalism 77.2 74.9 545 65.4 68.8 69.6 
Sex assaults 
onwomen 68.7 67.0 43.3 55.5 66.0 71.3 
Women being 
molested/ 
pestered 73.0 71.3 48.7 60.0 71.7 75.6 


@ So the second necessary reform is one 
that gives Sir Kenneth the power to get 
rid of tired officers—especially at inspec- 
tor level. Too many people of indifferent 
quality, brought in 10-15 years ago, are 
blocking the way for the increasing num- 
ber of young graduates (now over 120 a 
year) who join the force. 

@ While all the other police forces in the 
country answer to a local police commit- 
tee made up of councillors and magis- 
trates, the Met answers to the home 
secretary. Tory home secretaries are too 
scared of their law-and-order lobby to 
criticise the Met in public; Labour minis- 
ters are too scared of hardline voters. 
This has led to two decades of hand- 
wringing in Whitehall, in which the 
home secretary periodically berates the 
commissioner in private while defending 
him to the hilt in public. 

The Met will not win the full confi- 
dence of Londoners until politicians 
have the power to criticise it in the 
knowledge that their strictures will have 
some effect. No government has yet 
been brave enough to hand London's 
politicians the political responsibility for 
the Met; and this, as the behaviour of 
some local politicians at Tottenham 
shows, breeds irresponsibility. Yet some 
local devolution is clearly what London- 
ers want. In October, after Tottenham, 
59% of respondents in a Marplan poll 
wanted an elected police authority; in 
the Islington survey, while 17% thought 
the police should run themselves, only 
3.2% thought local policing should be 
run by the home secretary. 
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It is, on the whole, a cheery crowd that 
seen outside Mr Rupert Murdoch’s 
ews International plant in Wapping of 
a Saturday night. Because the ratio of 
nuine print workers to hangers-on is 
igh, most people know each other. 

But familiarity is not the only thing 
which makes this picket so different from 
the one—not a lot bigger, at a maximum 
of about 4,000—which gathered outside 
Mr Eddy Shah's Messenger group print- 
ing works in Warrington a little over two 
years ago. Then, a mass picket had a job 
to do; union organisers really believed 
that they could, by blocking exits, stop 
Mr Shah from getting his newspapers 
out. Similarly, during the miners’ strike, 
the idea was that striking miners, by 
turning out in strength, would stop 
would-be workers from getting into the 
pits. In both cases, effective policing 
proved the pickets wrong. Union defeats 
at Warrington and in the coalfields bave 
now entirely changed the nature of the 
mass picket. 

At Wapping, the picket is about kee 
ing up morale. Despite some brave talk, 
most of those present know that they are 
not playing wargames; if they were, Mr 
Murdoch would be the victor. As a 
result, there has been none of the riot- 
shields-and-horses style of policing that 
was such a feature of the miners’ strike. 

The highlight of last Saturday was the 
march of 2,000-3,000 women down Wap- 
paes broad highway. At their head was 

iss Brenda Dean, general secretary of 
the largest print union. The elegant Miss 
Dean—flanked somewhat uneasily by 
Mrs Anne Scargill and Mrs Betty Heath- 
field, whose husbands encouraged very 
different kinds of picket lines during the 















-in 1983. His Militant links were enough to 
= markhim down. 
_ On the economy, Labour’s leaders are 
setting out their stall as the “party of 
_ production”. This has led to talk by 
‘Labour spokesmen of the need for in- 
creased profitability (rising-star Mr John 
_ Smith); the benefits of the market (depu- 
l ty leader, shadow chancellor and ever- 
open mouth Mr Roy Hattersley); the 
= importance of trade-union democracy 
_ (employment shadow Mr John Prescott); 
_ a refusal to countenance penal rates of 
_ taxation (Mr Kinnock); the rejuvenating 
_ qualities of research and education (every 
_ ranking Labour figure, at every opportu- 
nity); and a firm rejection of old-style 
_ nationalisation (ditto). 
= These policies have not gone down well 
__ with such leading leftwingers as Mr Tony 
_ Benn and Mr Eric Heffer. They have 
_ tried to protect Mr Wall; Mr Benn, in a 
coded speech of the kind usually made by 
Tory wets, seemed to suggest that Mr 
Kinnock has turned his back on socialism. 
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It won’t get better if you picket 
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miners’ dispute—smiled and waved re- 
gally to the crowds who lined the wom- 
en’s route, but did not join in the more 
vulgar of the marching songs. 

“It’s good we got the women organ- 
ised early on in this dispute,” said one of 
the men who had been banished to the 
pavement to leave the road clear for the 
procession. But, for some of the men, 
the temptation to take over the occasion 
proved just too much. At one point, as 
the flow of traditional marching songs 
had momentarily dried up, the women 
started rather feebly singing “Yi, yi, 
yippy-yippy yi”. But their voices were 
soon drowned by the men’s more rau- 
cous ones, telling Mr Murdoch, in pre- 
cise anatomical terms, where he could 
“stick his scabby newspapers”. 





























But so long as the Tories suffer from post- 
Westland blues, and so long as the Alli- 
ance gets nowhere near the 42% it needs 
for an overall majority, Labour’s plans 
have a chance of success. 

Alliance leaders, for their part, are 
thinking about which of the two big 
parties they would rather support in a 
minority government. Though most of 
them, and their troops, are instinctively 
of the left, it now seems that their pre- 
ferred partner would be a Tory party led 
by somebody other than Mrs Thatcher. 

In part, this is faute de mieux. Labour’s 
leadership has always said it would do no 
deal with the Alliance. Such a deal would 
be impossible to sell to any part of the 
Labour Party. Sources close to Mr Kin- 
nock claim that even if Labour does not 
win the Fulham by-election, the party will 
still have enough time to become the 
largest party in the next parliament and 
form a minority government. It would 
then run a policy for jobs, and hope to 
win an overall majority in a snap election. 
























The Alliance, Labour reckons, would be 
too scared of attracting opprobrium from 
the electors to drive out a job-creating 
government. 

And what would scupper this plan? The 
sudden disappearance of Mrs Thatcher. 
For if she was replaced by a wetter leader, 
the Alliance might be able to do an 
immediate post-election deal with the 
Conservatives, even, just possibly, if Mr 
Kinnock had the most seats. There are 
many reasons why Labour would be sorry 
to see the Tories’ present leader forced 
into resignation. 


SOGAT’s assets 
Stripped 


Britain’s trade unions may yet thank Mr 
Rupert Murdoch: he has handed them an 
issue upon which they can agree. Since 
the Conservative government's first trade 
union reforms were introduced in 1980, 
unions have been tearing themselves 
apart over whether the new laws should 
be defied, tolerated or occasionally em- 
braced. But all, from the loftiest idealist 
to the most hardened pragmatist, are 
agreed that the sequestration of the entire 
£17m-worth of assets of the largest print 
union, SOGAT '82, is unfair. 

The union, 4,500 of whose members 
were sacked by Mr Murdoch’s News 
International after they went on strike, 
has instructed members involved in 
wholesale distribution not to handle 
News International's four titles. Enough 
SOGAT members have followed this in- 
struction to make annoying holes in the 
company’s distribution network. Because 
the disruption constitutes unlawful sec- 
ondary action under the 1980 Employ 
ment Act, the union was ordered tc 
withdraw its instruction. It did not; this 
week’s sequestration, on top of a £25,000 
fine, was the result. 

The sequestrators—from chartered ac- 
countants Ernst & Whinney—clearly in- 
tend to move more gently than did those 
from Price Waterhouse who seized Mr 
Arthur Scargill’s mining union’s assets in 
1984. SOGAT leaders are also behaving 
much more ci y than Mr Scar- 
gill did. The sequestrators show no signs 
of turfing the union out of its office 
buildings, and will apply to the courts 
next week to make several payments on 
the union’s behalf. If the court wants to 
make life as difficult as possible for the 
union until it has purged its contempt and 
called off the disruption, it may refuse. 
The National Graphical Association, the 
transport union, and the Union of Com- 
munication Workers (whose postmen 
have been blacking Mr Murdoch’s bingo 
cards) have also been challenged in the 
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courts; they may face sequestration too. 

The most recent vote on the TUC’s 
general council over whether to risk law- 
breaking—on a different issue—was won 
by the law-abiders by a mere 15 votes to 
14. The strong support for SOGAT could 
swing the vote the other way this time. 
Short of law-breaking (which would 
mean, mainly, asking more unions to 
support SOGAT with unlawful secondary 
action), there is little the TUC feels it can 
do. 

The News International dispute has 
shown that the law against secondary 
action is the most crippling of the trade- 
union reforms and, unlike others, will 
never by accepted by the unions. Employ- 
ers can—and, like Mr Murdoch and fel- 
low newspaper proprietor Mr Robert 
Maxwell, do—divide their companies 
to numerous smaller ones, so that ac- 

on affecting anything outside one place 

“of work loses immunity. British unions 
have the worst of both worlds: as Mr 
Murdoch’s sacking of his strikers has 
shown, they do not have positive rights 
(to organise, to strike, and so on), and the 
News International dispute shows how far 
they have lost many of the compensating 
advantages of legal immunity. 

An end of the law against secondary 
action would not mean a vast increase in 
disruption as long as the law enforcing 
pre-strike ballots stayed. Most workers, 
balloted on secondary action, would 
probably be more interested in preserving 
their own jobs than supporting their 
brethren. 


Oil and coal 
Hollow victory 


aving spent a year winning from its 
workers the right to manage a profitable 
and market-oriented business, the Na- 
tional Coal Board (NCB) is suddenly fac- 
ing a new obstacle to its dreams of making 
money, this time from outside the coal- 
fields. If oil prices keep on falling, the 


Oil's 


board’s hopes of a return to profit in 
1987-88 will vanish. Yet just ten months 
after the end of the coal strike, the 
industry is starting to show the improved 
productivity that makes its financial tar- 
gets look feasible. 

The rapid slide of oil prices has already 
reached the point where, in theory, it 
begins to make sense for the NCB’s largest 
single customer, the Central Electricity 
Generating Board (CEGB), to burn oil 
instead of coal in its power stations. Once 
the price of heavy fuel oil drops to around 
$85 a tonne (broadly equivalent to a 
crude-oil price of around $18 a barrel at 
current exchange rates), the CEGB can 
save money by shutting coal-fired gener- 
ating capacity and switching to some of its 
oil-fired power stations. 

The CEGB has not yet restarted any oil- 
fired power stations and insists it won't, 
on a big scale. But after years of moaning 
about being forced to buy expensive and 
protected British coal, it will not hesitate 
to use cheap oil as a lever to make the NCB 
cut its prices. The NCB in turn has already 
indicated that it will lower the price of its 
marginal coal supplies in order to stay 
competitive: at least, that is, until it 
becomes clearer how long the oil prices 
will stay below $20 a barrel. 

If the CEGB were to decide to switch 
back to oil, it has no shortage of capacity. 
The coal board reckons between 10m and 
15m tonnes of its power-station coal could 
be replaced by oil. (In practice, if the 
CEGB tries to buy enough fuel oil to 
restart all its oil-fired power stations, the 
sudden surge in demand would simply 
push up the spot-market price of heavy 
fuel oil.) Price is not the only consider- 
ation: the modern but mothballed oil- 
fired power stations such as Isle of Grain 
in Kent, which the CEGB could bring 
back, are much more efficient at extract- 
ing thermal energy from their fuel than 
the ageing coal stations they might re- 
place. The only time most of the oil-fired 
stations have been used was during last 
year’s coal strike. 

In its strategy document published last 
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October, the NCB based its hopes of 
returning to profit on the not-unreason- 
able prospect of being able to sell at least 
105m-110m tons of coal a year for the rest 
of the 1980s. For the first time in more 
than 20 years, the NCB is having to behave 
as every other commercial business does: 
producing what it thinks the market can 
take, rather than (as in the past) churning 
out as much coal as it could and then 
wondering how to get rid of it. 

Since the strike ended, with generous 
redundancy terms on offer, the number of 
NCB miners has fallen from 171,000 to 
140,000. Some 24 pits have been shut and 
productivity—measured by output per 
man-shift—is averaging 2.65 tons. The 
previous record was in 1982-83, before 
the strike, when average output per man- 
shift was 2.4 tons. Productivity is still 
rising: in December, output per man-shift 
exceeded three tons for the first time. The 
NCB is producing almost as much coal as 
before the strike with 20% fewer work- 
ers. Mr David Hunt, a junior minister at 
the Department of Energy, recently en- 
thused that the coal industry was witness- 
ing “nothing short of a revolution”. 

A revolution in vain? If the oil price 
settles anywhere above $20 a barrel, the 
board reckons it would still be on course 
to break even, though later than it hoped. 
If, on the other hand, oil were to stay at 
$15 a barrel or less, the NCB would be 
faced with a nasty choice between making 
still further cuts in productive capacity, or 
going back to selling its coal at a loss. 

Neither option would be attractive. Oil 
at $15 a barrel would undercut many pits, 
not just in high-cost areas such as Scot- 
land and south Wales, but also in Notting- 
hamshire—home of the breakaway 
Union of Democratic Mineworkers, 
which the government would like to fos- 
ter. Ministers might prefer to accept fur- 
ther NCB losses, rather than see the Not- 
tinghamshire miners forced out of work. 
The CEGB would be firmly told to keep 
burning coal. 


Rent controls 
Going, slowly 


For six years, Mrs Thatcher’s govern- 
ments have ignored private rented hous- 
ing. Now there is hope of change. The 
next Tory government, said the housing 
minister, Mr John Patten, last weekend, 
would end controls on new tenancies. 

In 1914, 90% of households lived in 
privately rented houses; by 1960; only a 
third; today, less than a tenth. Britons 
now either own their homes or rent from 
the local council. Rent control has dried 
up the supply of what used to be their 
favourite sort of accommodation. The 
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law gives most private tenants absolute 
security and “‘fair rents” that may be only 
half market levels. So thousands of rented 
homes slip each year into slumdom, and 
landlords sell out the moment they can 
get vacant possession. In contrast, bor- 
rowing to buy is encouraged by tax relief 
on mortgage interest, and renting from 
the council by low public-sector rents. 

Council tenancies are hard to get or 
swap, private houses slow and costly to 
buy or sell. So both groups are immobi- 
lised. The government has been immobi- 
lised, too: apart from a modest and un- 
successful law of 1980, intended to free 
some private rentals, it has left the sector 
alone. Why? Because everyone accepted, 
or at least suspected, that any change 
would be reversed by a Labour govern- 
ment, and landlords were not prepared to 
gamble. 

Now the Tories have seen council ten- 
ants’ right-to-buy accepted, even by La- 
bour, as irreversible. Might a reform of 
private rentals also endure? The braver 
spirits in the party reckon it might. Start 


Grand Old Men 


If—per impossibile—Mr Alan Bristow, a 
big Westland shareholder, had accepted 
the knighthood he alleges he was offered 
in exchange for supporting the European 
rescue of the helicopter company, it 
would have been the Queen who knight- 
ed him, on the advice of her prime 
minister. A handful of honours, howev- 
er, really do come from the Queen and 
her non-political advisers. The most cov- 
eted of these is the Order of Merit, which 
has just been given to Sir Frank Whittle, 
who invented the jet engine (quite a 
while ago), Mr Frederick Sanger, the 
Nobel prize-winning biochemist (whose 
youthful 67 years bring the average age 
of OMs down to 77) and the novelist Mr 
Graham Greene (who is generally felt to 
have been under-honoured.) 

Men and women have to be very grand 
to get an OM. For those in the know it 
carries more kudos than a mere title— 
though 18 of the 24 living OMs are Lord, 
Sir, Dame or in one case Prince (Philip). 
It is more exclusive than a mere Nobel 
prize; a quarter of the OMs have one of 
those too. Members of the order can be 
anything so long as they excel at it. Music 
will do (Elgar, Vaughan-Williams). or 
science (Lister, Rutherford), or litera- 
ture (T. S. Eliot, Hardy), or statesman- 
ship (Churchill, Lloyd-George). Even 
the odd foreigners qualify (Dwight Ei- 
senhower, Mother Teresa}—as honorary 
members, of course. There has also been 

_ a shipful of admirals, the choreographer 
Sir Frederick Ashton, and Florence 
Nightingale. 
Edward VII, who invented the OM in 
1902, wanted to have 60 of them, but was 


on the morrow of an election. With five 
Tory years ahead, and with Labour (very 
privately) accepting that some decontrol 
is needed, landlords would gain confi- 
dence. Enough fresh lets and building for 
rent could take place to make the change 
indeed irreversible. 

This is a gamble. No would-be govern- 
ment today would dare talk of remunici- 
palising a million ex-council dwellings. 
But a promise by Labour to re-impose 
rent controls might win votes. So brave 
strategy is mixed with tactical caution: no 
decontrol for existing tenancies, and even 
for new ones it would come in stages—for 
example, first to those areas where extra 
housing is most needed. That would leave 
some crude inequities. But in time nearly 
everything would be decontrolled. 

The other way to make rent reform 
more acceptable to Labour is to encour- 
age new varieties of private landlord and 
new routes for private finance: building 
societies, housing trusts, housing associa- 
tions, co-operatives. This natural Tory 
mix of private enterprise with public spirit 


persuaded by his minister of war that 24 
was enough. That sceptical minister told 
a friend that “its chief objects are that it 
is worn round the neck and it puts 
Edward on a par with Frederick the 
Great, who invented a similar one”. The 
order has often gone to the shy, retiring 
great who have somehow been missed 
off the standard Downing Street honours 
lists. The philosopher, G. E. Moore, 
who rarely ventured outside the obscur- 
est recesses of academe, went to collect 
his OM from George VI in 1951. He was 
astonished to discover that the King 
“had never heard of Wittgenstein!” 


England made me (an om) 
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is already developing. Housing associa- 
tions, which “‘fair-rent” some 4m houses 
with public subsidy, could also use private 
capital to offer homes at market rents. 
But there are problems. The Treasury is 
obstructing that way forward. And the 
building societies, the other big hope, are 
still very cautious. 


Legal aid 
Bar wars 


Just as Britain's trade-unionists shift their 
gaze from the picket line to the courts, its 
barristers are shifting the other way. 
Those who handle criminal cases paid for 
by legal aid reckon they are underpaid, 
and want a 30-40% rise. Lord Hailsham, 
the Lord Chancellor, a week ago tol ~ 
them what they would get: just 5%. At at 
extraordinary meeting the following day, 
1,500 barristers—the English Bar only 
numbers 5,000—voted overwhelmingly 
not just to take Lord Hailsham to court 
but to encourage the blacking of legally- 
aided prosecution briefs. 

They are angry because: 

@ Lord Hailsham is required, under leg- 
islation and agreements which arose out 
of the 1979 report of the Royal Commis- 
sion on Legal Services, to negotiate 
about, and to provide, a “fair and reason- 
able remuneration” to barristers. The 
Bar argues that he has done neither. 

@ A Coopers & Lybrand study found 
that most of the almost 3,000 barristers 
dependent on legally-aided work earned 
£12,000-15,000 before tax and were 30- 
40% worse off than the government’s 
salaried legal officers. The clerks of 
chambers, who tout for business for bar- 
risters and collect their fees, say barris 

ters’ earnings are actually lower. 

@ Barristers’ overheads are soaring as 
the Inns of Court, landlords of their 
chambers, start charging market rents, 
and as chambers install the computers 
and modern telephone systems that ev- 
erybody else had years ago. 

@ The government’s decision to end the 
solicitors’ monopoly of conveyancing has 
made solicitors cut their fees. So they 
have been looking for fresh sources of 
revenue. The obvious one: advocacy, still 
a barristers’ monopoly at all but humble 
levels. Talk of eventual fusion of the two 
sides of the profession makes barristers 
feel even more squeezed. 

If the blacking of legally-aided prosecu- 
tion briefs sticks, April Ist will see the 
government’s new Crown Prosecution 
Service launched without any barristers 
willing to take the work. Solicitors say 
gleefully that Lord Hailsham, an avowed 
enemy of their pretensions, might then be 
forced to ask them to do it instead. 
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~ DOING BUSINESS OVERSEAS — 
_ WITHOUT AN INTERNATIONA 
CHANT BANK IS LIKE - 

DRIVING IN A FOG 


If your company has international - ~ (which includes the Grindlays E 
ambitions, a relationship with an network), we have rep 
international merchant bank is a 47 countries, i in all five con 
necessity, not a luxury - particularly if 
you are exploring unfamiliar territory. 


Today, most merchant banks 
_ describe themselves as “international? 
but in reality very few have the 
network and the resources to support 
the claim. 


Not so with ANZ Merchant Bank. : on-the-ground executives. 


Through our membership of the For more information contact 
international ANZ Banking Group John Gordon. 
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Big Oil turns manic depressive 


Oilmen are fond of reminding outsiders 
that their business has always been a 
boom-or-bust one. As Mr John Swearin- 
gen, former chairman of Amoco, told an 

dustry gathering in Houston: “When 
lings are going well, we tend to believe 
our business will grow to the sky: and 
when things are going badly, there seems 
to be no bottom to the decline”. 

No prizes for guessing their mood at 
the moment. The scale and suddenness of 
this year’s fall in oil prices has caught oil 
companies on the hop. Many cling to a 
hope that prices will settle later this year 
somewhere between $20 and $25 a barrel. 


» They take comfort that much of their oil 


is (for now, anyway) still fetching that 
kind of price, even though excitable trad- 
ers have marked spot-market prices much 
lower. But none can afford not to con- 
front the possibility that $15- (or even 
$10-)a-barrel oil might be here to stay. 

For many, particularly exploration and 
production companies with no down- 
stream or non-oil income to help out, 

uch prices could mean bankruptcy. 
‘Wildcatters in the United States are al- 
ady struggling. One-quarter of Ameri- 

’s 8,000 oil independents have sold out, 
been taken over or gone bust in the past 
three years. At the peak of the American 
exploration boom in 1981, 4,500 rigs were 
drilling: now less than 1,700 are, and the 
number gets smaller by the day. Another 
quarter of the independents could disap- 
pear if oil settles below $20 a barrel, 
taking bankers and suppliers with them. 
A lot of North Sea exploration companies 
would also have to sell out, cut back or 
pack in. 

Medium-sized oil companies, including 
familiar names such as Amerada Hess, 
Phillips, Unocal and Occidental, are fac- 
ing a financial squeeze that seems likely 
to worsen. Those that borrowed heavily 
to finance ambitious investments or 
mega-mergers are most vulnerable. For 
them, the next 18 months promise little 
but a diet of asset sales, lay-offs and other 
cost-cutting—and meetings with bankers. 
The search for oil will be slowed, so as to 


Po Oi financial retrenchment. In such an 





uncertain climate, a lot of foolish deci- 
sions will be taken. 

Phillips Petroleum (which stuffed its 
balance sheet with debt to see off a raid 
by Mr T. Boone Pickens) and Kerr 
McGee are among 13 oil companies 
warned by Standard & Poor’s that their 
credit ratings could be lowered because of 


Bottomless pit 


Forecast yà 1986 net profit at different n prices 


their particular vulnerability to falling oil 
prices. Others on the list include rig- 


construction and oil-service companies a- 


like McDermott and Zapata. 
Texaco, lumbered with a potential $11 


billion liability from the Pennzoil law suit 


and the borrowing costs of its $10 billion 
purchase in 1984 of Getty Oil, could see 
its net income drop by more than 90% if 
oil falls to $15 a barrel in 1986, according 


oul? 


to Salomon Brothers (see chart). Even at — 
$20 a barrel, Texaco would be hard — 


pressed to earn enough to cover its divi- 


end. The six surviving sisters will also be — 
hurt, though nothing like as badly. They l 


are protected by large cash flows, 


profits from refining and marketing, and 


strong balance sheets. 
The most financially robust of the oil 


a 


giants—Exxon, Shell, Amoco and BPR— __ 


hope to exploit other companies’ prob- 
lems by snapping up distress-sale assets at 
bargain prices. But even the biggest com- 
panies are likely to have to trim capital 
spending to protect cash flow, and will 
need to write down the value of even 
more assets to realistic levels—as they 
already did, to the tune of several billion 
dollars, in 1985. 

Capital expenditure by the oil industry 
fell by 28% between 1982 and 1984 in the 
United States, and by 20% elsewhere. Mr 
Richard Adkerson, head of Arthur An- 
dersen’s oil-and-gas division in Houstun, 
thinks that the industry’s spending could 
be chopped by more than 20% in 1986. 
To make money from exploration with oil 
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at $15 a barrel, he reckons that companies 
need to cut their finding cost to an 
average $6 a barrel. The average finding 
cost of American oil companies between 
1981 and 1985 was $12 a barrel. 

How can oil companies generate long- 
term growth if real oil prices stay at 
today’s spot-market levels beyond, say, 
1990? The industry tried diversification 
after the oil-price rises of the 1970s. And 
failed dismally, Downstream profit can 
ease the pain of upstream woes but can- 
not eliminate them, even for a marketing 
giant such as Shell. Yet none among Big 
Oil’s chairmen has shown that he knows 
any better ways of conjuring sustained 
growth out of lower oil prices. 

The only real answer is to cut costs, 
including salaries, which went far too high 
in the years of dear oil, especially in the 
big companies. The Wall Street fad of 
1985, for making companies smaller and 
returning value to shareholders through 
share repurchases or demergers, ought to 
prove to be lasting. 


Early-warning aircraft 
Up in the air 


Even chauvinist Europeans must some- 
times seek help from America. France’s 
defence ministry has sent a delegation 
there to look for an “airborne early- 
warning and control aircraft”—ie, a fly- 
ing platform equipped with radar and a 
computer to detect enemy movements 
and to act as a mobile command post. 
Unless Britain can quickly solve some 
dreadful problems with its own Nimrod 
early-warning aircraft, it may follow the 


Boeing searches out European customers 


French lead. 

France and Britain are years late. 
Boeing delivered its first airborne warn- 
ing and control systems (AWACS) aircraft 
to the United States Air Force as long ago 
as 1977, and simultaneously offered it to 
West Europeans. After much wavering 
by the West Germans, AWACS was adopt- 
ed by NATO—but that did not include 
France, and meanwhile Britain had suc- 
cumbed to lobbying by its domestic de- 
fence industry and decided to develop its 
own version, Nimrod. 

No early-warning aircraft comes cheap. 
For an AWACS, which is a Boeing 707 
crammed with the products of companies 
like Westinghouse, Rockwell and IBM, 
prices are likely to start at $150m. That is 
one reason why both the French and the 
British are examining less sophisticated, 
but cheaper, options. 


A platinum Klondike 


Platinum fever is breaking out in Cana- 
da. Dozens of small companies launched 
on the Vancouver stock market are 
scouring the country for platinum for- 
tunes, spurred on by stories of big finds 
in the past few months, Mining giants are 
on stand-by, keen to bid for any small- 
timer’s discovery. 

Fleck Resources has found a platinum 
deposit in Manitoba that could produce 
60,000 oz a year and up to 200,000 oz of 
its sister metal, palladium. The company 
reckons it can make a profit with plati- 
num at $325 an oz and palladium at $100. 
Platinum now fetches $360; palladium 
$100. Whether the mine goes ahead 
depends on a six-month feasibility study. 
If this is positive, it will take $100m to get 
the project into the ground. 

Precious metals are the brightest pros- 
pect for companies still suffering from 
dismal base-metal markets. According 
to the Gold Institute, a research group in 


Washington, investment in gold mining 
in the United States will push up produc- 
tion there by 90% between 1984 and 
1988; the country will replace Canada as 
the third largest producer in the world. 
Until now, new platinum projects 
have been rare, The only big one in 
America is at Stillwater, in the Rockies. 
When the mine comes on-stream, its 
output will be only half as much as Fleck 


hopes to get from Manitoba. 


Such projects have as much strategic 
as economic value. Around 95% of the 
world’s known platinum deposits are in 
South Africa and the Soviet Union. Any 
sensible consumer would diversify his 
sources, given the chance. So the hunt is 
on, and is not restricted to Canada. The 
new boss of America’s Amax, Mr Allen 
Born, says that gold and platinum are 
the only metals he is looking for. He is 
prospecting in Australia and hoping to 
strike lucky before somebody else does. 


One idea from the French, who wan _ 
four early-warning aircraft, is to put radar 
and avionics from America’s Grumman 
into a Boeing 737 airframe—the appeal 
being that 737 is powered by CFM56 en- 
gines, which are built by France’s SNECMA 
jointly with America’s General Electric 
(GE). Another is to buy AWACS, but fitted 
with CFM engines rather than the Pratt & 
Whitney ones used by the United States 
Air Force. Third is to use an airframe 
from Airbus Industrie, the European air- 
craft-making consortium in which France 
has a 37.9% stake. France’s defence min- 
ister says a decision is imminent—and 
(scant suprise) will reflect France’s best 
economic interests. 

The British have no idea what to do. 
Nimrod is a Comet airframe (ie, a version 
of the world’s first jet airliner) with radar 
and computing from Britain’s General 
Electric (GEC). Eleven Nimrods were _ 
ordered in 1977, to enter service in 198 
With some luck—and more money—thi , 
might be airborne by 1989. The Treasury 
is worried about the hugely escalating 
cost. By the end of last November, Nim- 
rod had absorbed £882m ($1.2 billion) of 
taxpayers’ money, of which GEC had re- 
ceived at least £300m. 

The reasons are hotly disputed: GEC 
says the Royal Air Force asked for extra 
capabilities halfway through; others say 
the Nimrod airframe is too small and that 
GEC does not have the right computers. 
GEC now says that for another £345m, 
excluding value added tax and finance 
charges, it can complete most of the work 
by the end of 1988—and that by May 1989 
it will have met the RAF’s requirements 
for the sustained tracking of targets. 

Britain’s new defence secretary, Mr 
George Younger, has given GEC until the 
end of July to convince the government 
that Britain should stick with Nimrod; 
meanwhile he is hinting at other possibili- 
ties. These are not just AWACS but also 
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tech for the Russians 


America’s efforts to keep high tech 
. iy save the West 


y out of the hands of Russia's 
‘om having to spend more on 


‘are running into difficulties. How to deny aid to Russia's military 
without tying up friends in red tape? 


two relatively quiet years, grum 


er high-technology trade are 


1 threatening to break out into open 

ent. Businessmen complain that it 

is becoming prohibitively difficult to im- 

port even mundane microchips from 
America, or to re-export products made 


_ from them. West European politicians | 
are (so far quietly) resisting American < 


‘demands to look for violations of Ameri- 
can trade law in the books of British and 
West German companies. © 

‘The stakes in such. disputes are high. 
Western security depends. on high-tech 

Weapons systems: that ‘can’ boost the 
“productivity” of the average soldier. 
Governments are right to prevent the 

unscrupulous from selling such technol- 
ogies to the highest, possibly ‘Russian, 
bidder. But trade restrictions that are 
too sweeping damage the industries on 
whose . innovations depend’ both the 
` West’s weapons and its prosperity. For 
example, the designers of Britain’s digi- 
tal telephone exchange, System-X, were 
told to minimise the number of Ameri- 
can components in their creation so as. to 
minimise potential trade hassles.: 
Most critics of today’s strategic. trade- 
control regime recommend a change of 
emphasis. Instead of squabbling’ over 
which products can or cannot be export- 
ed to which countries, they say NATO 
should concentrate on limiting the flow 
of information about, technologies—be- 


| cause, they reckon, a few computers 
_ «sprinkled about Kremlin desktops. have 


little strategic value. without the know- 
‘how required to. repair them, to build 
them into systems or to make new com- 
puters of one’s own. The Russians; how- 
-- ever, understand: this’ point and ‘have 
worked hard to make best'use’ of strate- 
“gic products. that come: their. way. A 
Soviet official in the West can buy some 
icted equipment, strip.it down and 
its design. He transgresses only if 
ies to take the whole product out of 
muntry and back home; = <50 

any in America’s Commerce De- 
tment want to use sucha change in 
emphasis to target restrictions on those 
echnologies. which will most benefit 
Łussian armies, and to help lift controls 
-on the export of other products. (The 
Defence Department reckons that infor- 
“mation controls should simply be added 
to product ones.) But limiting the flow of 

information raises some hard questions. 
Is it legitimate, for example, to stop 
publication of research? When it is done 
in a defence laboratory? With defence 
money? On a defence-related topic? Or 
is it legitimate to impose export controls 


on the information in an engineer's 
head? When he is going to work. in 


Russia? In Europe? The answer will be. 
_yes if the alternative is to help the 


Russians get a new weapon; but no if the 
benefit to its armed forces is marginal. 
While such issues are argued out (in 


public, please), both America and its 


partners need to take a hard look at 
other areas of friction, including: 
@ Imprecise regulations that leave too 


much discretion to the bureaucrats. 


@ Inefficient. military procurement. Ob- 
servers estimate. that it often takes 
American generals more than twice as 


long to get an idea from drawing board 
to. battlefield as it takes their Russian 
counterparts, The Russians work harder 


to upgrade existing equipment instead of 


ordering new systems. That leaves years 
in which the Americans are guarding 
their technology instead of using it: 
@ Application of American trade law 
outside the United States. Other coun- 
tries naturally bridle at this. But. some 
Americans claim that their national secu- 
rity depends on the ability to track the 
re-sale of strategic goods, - 

The job of drawing up lists of “strate- 


“gic” technologies to. be controlled multi- 


laterally falls to Cocom (the Co-ordinat- 
ing Committee for Multilateral Export 
Controls), a group composed of the 
NATO countries minus Iceland plus Ja- 
pan. But Cocom has no formal power. It 
is up to members to enforce restrictions 
on listed technologies within. domestic 
trade laws. One way of easing the prob- 
lem might be for Cocom members to 
agree on better co-ordinated national 
enforcement procedures. 

Members: argued for years before 
agreeing upon the latest Cocom list of 
banned exports in September 1985. Items 
on it range from military shotguns and 


spacecraft to semiconductors, software 
and jacketed containers for liquid fluo: 
rine. Because the organisation works only 
by consensus, squabbles about updating — 
the list always threaten to give technology 
time to overtake the regulations: °° 
Not surprisingly, each government has | 
its Own interpretation of Cocom ‘niles 
America’s is the strictest. And it supp! 
ments its. interpretation of Cocom with 
unilateral moves to extend both the 
variety of items restricted and the restri 
tions which exporters face, Most conte 
tious are America’s attempts to apply it 
trade laws extraterritorially to control 
the re-export or use of any “strategic” 
American patented technology. RE 
British users of IBM computers were 
indignant when reminded that they need. 
the approval of America’s Commerce 


Department to move their machines 
down the road to a different bit of the 
company. Recent attempts to streamline 
extraterritorial application of American 
trade law are liable to provoke more 
argument. À 

American exporters can now get blan+ 
ket approval-to sell to a specified over: 
seas: distributor—provided the distribu: 
tor allows American officials. to audit his: 
books. The British government has.left 
the Americans with little hope of a 
favourable. reply to requests to audit 
British distributors. Nor are the Ameri- 
cans having much luck convincing We: 
German officials to co-operate in audi 
ing distributors there. Ce i 

Export controls are predictably: un- 
popular with businessmen because they. 
get in the way of making a profit-and 
because they are expensive even when 
all goes smoothly, A West German com: 
puter firm was offered a 15% discount by- 
its American suppliers if it would take — 
over the export-control paperwork. For 
fledgling European entr 
must quickly expand. i 
mestic markets in order to st the 
extra cost of export controls can be too. 
much to bear. : ; ne 
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cheaper systems from the American com- 
panies Lockheed and Grumman. There is 
talk, too, of leasing or perhaps even 
buying AWACS while a decision on Nim- 
rod is pondered yet longer. 


French trade 


Arms against a sea 
of imports 


PARIS 


France has neither Britain’s oil nor West 
Germany’s industrial productivity. In- 
stead, it has a big deficit on its visible 
trade and its current account was only just 
in surplus last year. France's trade and 
industry minister, Mrs Edith Cresson, has 
achieved only partial success in closing 
the gap opened by the Mitterrand govern- 
ment’s false start with the economy when 
it took office. By boosting domestic pur- 
chasing power to create demand-led re- 
covery and to pay off some political dues, 
the government left France awash with 
imports. 

The trade deficit did come down from 
FFr93 billion ($14 billion) in 1982 to 
FFr24.7 billion in 1984; but in 1985— 
according to the most recent estimates— 
it stayed stuck at around FFr24 billion. 
The current account in 1985 was about 
FFr5 billion in surplus. 

France has not registered a trade sur- 
plus since 1978, partly because it has been 
hit hard by the years of dear oil. It 
exported some FFr25 billion of refined oil 
products in 1985, but the energy balance 
remains hugely in deficit: around FFr180 
billion in 1985. Imports of oil cost more 





Edith tries to balance the books 
62 
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Cresson’s crusade 


France's: 


1978 79 80 81 82 83 84 85 


statistics, OECO 


than FFri50 billion last year, even more 
than the FFr131 billion in 1981. 

Cheaper oil should help the accounts 
this year, but trade in manufactured 
goods has become more disappointing. In 
1984, trade in manufactured goods was 
FFr103 billion in surplus, helped by arms 
sales (in 1984, France became the largest 
exporter of arms after America and the 
Soviet Union), cars, oil platforms and the 
aerospace industry. 

In 1985, despite a still-strong dollar and 
a weakish franc, the trade surplus in 
manufactures dropped to FFr89 billion. 


Textiles 


See 
I. 








One reason for the fall was healthy. Flush 
with profits and facing lower taxes, 
French firms are reinvesting. The latest 
figures show capital investment growing 
at an annual rate of nearly 7%. This tends 
to boost imports af capital goods, while 
dampening exports. 

An immoral gain has come from agri- 
culture. In 1985, despite recession in the 
farm sector (farm incomes were down by 
an average of 7%, though this is much 
less than they fell in Britain or America), 
net agricultural exports were buoyant. 
They reached FFr31 billion, against 
FFr26 billion in 1984. France’s wine and 
cheese, excellent though they are, con- 
tributed only a tiny fraction of this. EEC- 
subsidised cereals produced nearly FFr30 
billion in net exports. 

A worrying trend for Mrs Cresson—or 
her conservative successor—is France 
growing trade deficit with the rest of tl 
EEC. In 1985, France achieved its first 
trade surplus with America for 35 years, 
but its deficit with its European partners 
increased to FFr62 billion from FFr57 
billion in 1984. The largest component of 
this is the deficit with West Germany— 
nearly FFr30 billion in 1984 and probably 
more in 1985. But France does so much 
business across the Rhine—15% of its 
entire trade with the world—that it is 
happy to overlook this imbalance. 





Breaking the quota-brokers 


Hongkong’s rag trade has been more 
adept than its regional rivals in avoiding 
protectionism of America, its biggest 
market. One reason is that the colony has 
invented the mirror image of a non-tariff 
barrier. This is now being fogged by the 
Hongkong government. 

Unlike Taiwan and South Korea, 
Hongkong allows unused bits of its tex- 
tile-export quotas to be traded. The quota 
volumes, negotiated under international 
agreements such as the Multi-Fibre Ar- 
rangement (MFA), can be sold by the 
original recipients to fellow manufactur- 
ers who have export orders but no export 
licences. In this nifty way, Hongkong has 
ensured the profitable use of 95-100% of 


American textile imports, Jan-Sept 


All fibres 
(m esyt) 
1984 
Gona be 
longkong 1 
Japan 616 592 
Macau 52 49 
South Korea 1,036 1,010 
Taiwan 1,340 1,284 


Source: US Bureau of the Census; f= equivalent square yards. 


HONGKONG 


its hard-won quotas. 

Hence the rag trade’s chariness in co- 
operating with the Hongkong govern- 
ment’s “streamlining” of the system 
the beginning of this year. Firms a_- 
reluctant to transfer a quota under the 
revised rules for fear they might not get it 
back. Just before the Chinese lunar new 
year, when manufacturers traditionally 
raise cash to pay bonuses and clear debts, 
quota trading was sluggish and prices 
unseasonably high. Stories abound of a 
secret quota-holders’ cartel being created 
(though whether it could be effective 
given the Byzantine nature of textile 
protectionism—there are more than 40 
different sorts of quotas for America 


% change MFA fibres only % change 
(m esy) 
1984 1985 
-12 811 677 ~t 
+5 819 775 =§ 
-4 1 -f 
-6 51 45 -13 
-3 979 909 -7 
-4 1,305 1,214 =f 
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Iranian-born Mr David Alliance used to 
runa small corset firm. Today, he is boss 
of Vantona Viyella, Britain’s third big- 
gest textile company. Tomorrow, he may 
be even bigger. On February 10th he 
announced Vantona Viyella’s plans to 
merge with Britain’s second biggest tex- 
tile firm, Coats Patons. The new firm 
will be one of the world’s half-dozen 
largest textile outfits, employing 75,000 
eo and with sales of around £1.7 

illion ($2.4 billion) a year. 

Yet only a fortnight ago Coats had 
agreed to merge with Dawson Interna- 
tional, a Kinross maker of cashmere 


one—is another matter). 

The way the system has worked in the 
past is that when yet another category of 
textile was subjected to quotas, the Hong- 
kong government awarded the negotiated 
allocation evenly (and free) to the export- 
ers who had built up the market for that 
particular item. Some of Hongkong’s old- 
est and largest textile firms retain quotas 
based on exports dating from the 1960s. 

Critics say that this system amounts to 
nothing more than subsidising well estab- 
lished companies. That grates with Hong- 
kong’s avowedly non-interventionist civil 
servants, who also instinctively dislike the 
black-market quota brokers (some 1,000 
of them now) that the expanding market 
of quota sellers and seekers has spawned. 
Trade officials complain that manufactur- 
ers can often earn more from selling the 
quotas than from making the goods. And, 
they argue piously, in the end consumers 
have to pay in higher-priced clothing. 

The system’s supporters retort that use- 
it-or-lose-it rules ensure that productive 
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jumpers which is a third of Vantona 
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Who squashed the mouse? 


Viyella’s size. Dawson was just about to 
post documents sealing its deal when it 
learnt what Mr Alliance had been up to. 
For all Mr Alliance’s abilities, some 
textile analysts believe that Coats should 
have stuck with Dawson, because the 
two companies” range of products make 
for a better fit. Only about one-fifth of 
Vantona’s business overlaps with that of 
Coats, compared with one-third of Daw- 
son’s. And Dawson’s businesses are in 
Coats’s expanding areas: smart clothing 
(through its retail outlet, Jaeger) and 
knitting yarns. 

Dawson has established a reputation 
for high quality from brand names like 


_ SEWING COTTON 





companies are rewarded by retaining 
their quota share while still letting a quota 
quickly find its way to exporters who need 
it (important in the fast-changing fashion 
world). An unused quota is not replen- 
ished the following year, but companies 
have been allowed to count a proportion 
of quota sold-on as “used”. 

The streamlined rules cut that propor- 
tion from 50% over two years to 35% 
over one. They also outlaw a dodge by 
which firms could offset sold-on quotas 
against quotas which they had bought in. 
Companies have been known to sell pop- 
ular categories of quotas, known as “‘hot- 
cat”, at a fat profit, but cancel that out 
with a purchase of cheap, cold quotas, 
which are left unused for lack of export 
demand. 

The government has also introduced a 
“brother’s-keeper” rule; any firm selling 
a quota is now responsible for ensuring 
that the new recipient uses it, or the 
original holder loses the allocation. Huffy 
days in Kowloon. . . 


Pringle and Ballantyne which would 
have helped Coats get rid of its fuddy- 
duddy image. Vantona Viyella is known 
as a bulk-textiles producer. Its most 
famous brand names are not-so-smart 
Viyella clothing, Van Heusen shirts and 
Dorma tablecloths. 

Coats reckons it has signed up for a 
better deal. Its shareholders will own 
60% of the new company, which will be 
run by Mr Alliance. His success has 
come through a series of mergers and 
takeovers. Seven months ago, Vantona 
Viyella merged with Nottingham Manu- 
facturing. The benefits are already show- 
ing through. This week, Vantona Viyella 
announced pre-tax profit of £52/1m for 
the year ending November 1985, 23% up 
on a year earlier. 

Coats, which has more than 30 manu- 
facturing sites overseas, will help boost 
Vantona Viyella exports, which account 
for less than 10% of its sales now. The 
international division of the merged 
company will be based at Coats’s new 
headquarters in Glasgow (only occupied 
last week). Meanwhile by having a big- 
ger domestic market, Coats, which 
makes three-quarters of its sales and 
profit overseas, should become less vul- 
nerable to exchange-rate fluctuations 
and less dependent on sales of slow- 
growth products, such as sewing threads. 
Coats also plans to take advantage of 
Vantona Viyella’s technical expertise. 
As a main supplier to Marks & Spencer, 
Vantona Viyella has been forced to 
spend lots of money re-vamping plant. 

Dawson, perhaps rightly, remains un- 
convinced that Vantona Viyella is a 
better partner for Coats. It thinks there 
may be a simpler explanation why Coats 
changed its mind. At £690m, Vantona 
Viyella topped its offer by about 6%. 



































Promet 


Unfriendly 


SINGAPORE 


Tan Sri Ibrahim Mohamed, one of Malay- 
sia’s best-connected tycoons, has lost a 
boardroom struggle for control of Pro- 
met, an ailing conglomerate. The victor is 
Mfr Brian Chang, the firm’s Singaporean- 
Chinese chief executive and largest share- 
holder through a Panamanian-registered 
trust. The result may not please one of Mr 
Ibrahim’s friends, the business-minded 
prime minister of Malaysia, Dr Mahathir 
Mohamad. It also reveals the strains on 
the country’s new business leaders. 

The fight arose after Mr Chang’s refus- 
al to buy from Mr Ibrahim, Promet’s 
executive chairman, shares in a local 
property company for cash and sell him 
the Chang trust’s 100m shares in Promet, 
which make up 29.8% of the equity. Mr 
Ibrahim and his brother, Mr Abdullah, 
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needed to raise cash urgently. Overseas 
Union Bank of Singapore has filed a suit 
against Mr Abdullah and others to recov- 
er US$25.7m in debts owed by a company 
he controlled. In addition, a Singapore 
stockbroking firm, Associated Asian Se- 
curities, one of the victims of the Pan- 
Electric affair, is said to be asking the two 
brothers for repayment of more than 
$$50m (US$24m) in debts arising from 
share transactions. 

Mr Abdullah resigned as a director of 






















The American telecommunications giant 
AT&T is trying to hit two new markets in 
one deal with its newly signed marketing 
treaty with Italy’s state-owned chip-mak- 
er, SGS. After Holland's Philips, SGS is 
the largest semiconductor company in 
Europe. The agreement should further 
AT&T's ambitions both in Europe and in 
chip markets. 

The agreement, which will last for five 
years, covers only a restricted range of 
chips: linear bipolar and high-voltage 
integrated circuits. Although sGs has 
only a 1.3% share of the world chip 
market, it is a world beater in both these 
o of chips, which are mainly used in 
telecommunications equipment but 
could have other applications. 

SGS, under its Sicilian boss Mr Pasquale 
Pistorio, has come out of the worldwide 
semiconductor slump better than most: 
its sales in 1985 ($306m) were only 9% 
down on 1984’s, while the industry as a 
whole contracted by more than 20%. It 
hopes to add $100m a year worth of sales 
of AT&T products under an exclusive 





AT&T’s Sicilian attack 


eset Ue 


Promet in January, saying that Mr Chang 
had blocked attempts to employ more 
Malaysians and had awarded procure- 
ment contracts to Singaporean firms. On 
February 7th, his brother followed suit. 
He will become an adviser to the group. 
Although Promet had a Malay chair- 
man and an ethnic-Chinese managing 
director, the firm is not, as is so often the 
case, one where the Malay acts as a mere 
figurehead (so-called “Ali Baba” compa- 
nies). Promet was a showcase for Malay- 


European marketing agreement (and 
non-exclusive marketing rights 
elsewhere). 

AT&T is one of the world’s largest chip- 
makers, but consumes most of its pro- 
duction internally. Its worldwide semi- 
conductor salesforce totals only about 
200. Mr William Dugan, who heads the 
firm’s components division, wants to see 
as much as 30% of his division’s reve- 
nues—around $14 billion in 1985—com- 
ing from outside sales by 1990. This year, 
the figure will be more like 10%. 

To achieve that growth, AT&T has a 
semi-custom-chip business which it is fast 
expanding in Europe, and an 80% stake 
(with the Spanish telephone company, 
Telefonica, as minority partner) in a 
$200m plant being built near Madrid to 
make silicon wafers, the raw materials 
from which chips are made. Back at 
home, it is trying to beat rivals to market 
with the next generation of memory 
chips: the megabit DRAM, capable of 
storing four times as much information 
as today’s most powerful chips. 
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sia’s new business leadership. While Mr 
Chang was the strategist, his Malaysian 
partner had the top political contacts that 
enabled the firm to diversify from build- 
ing oil-rigs into oil-exploration and lucra- 
tive construction work. Its biggest project 
is to build a M$3 billion (US$1.25 billion) 
holiday resort on the island of Langkawi 
in the Malaysian prime minister’s home 
state of Kedah. It has not gone unnoticed 
in Kuala Lumpur that the letters “P” and 
“M” are picked out in red in the name on 
the wall of Promet’s headquarters. 

Friends in high places have not helped 
Promet weather the region’s recession. 
After-tax profit fell by 75% to M$6.5m in 
the first half of 1985, compared to the 
same period a year earlier even though its 
sales rose 41%. Promet’s share price, 
which is quoted both in Singapore and 
Malaysia, is now half of its par value 
S$1 a share. In 1981, the price was ov 
S$9 a share. 


Silicon Galilee 





TEL AVIV 


Israel hopes that high technology will 
help solve its chronic trade imbalance. 
During the first seven months of 1985, the 
country’s total exports rose by 7.6% over 
the same period in 1984, to $3.41 billion. 
But exports of metal and electronic goods 
rose by 14% and those of optical and 
precision goods by 20%. The government 
expects high-tech exports to reach $5 
billion a year by 1990. 

The Israelis owe most of this success to 
an ability to find and fill niches in the 
market. Mr Shlomo Barak’s Optrotech, 
for example, began to sell machines tl 
check printed circuit boards more th 
two years ago. In 1984, Mr Barak, a 
former physics teacher at the Hebrew 
University in Jerusalem, sold $10.6m- 
worth of these boards overseas. In 1985, 
sales topped $20m. The company went 
public in America just over a year ago, 
and raised $11m. 

Only by matching its technology to the 
needs of the market can. Israeli firms 
survive the disadvantage of poor infra- 
structure and isolation from high-tech 
markets in Europe, America and East 
Asia. Israel’s own communications are 
awful. It can take three years to get a 
telephone that works only sometimes. 
Travel is the only way to make deals or 
find out what the competition is up to. 
Many Israelis have been lured abroad 
permanently by salaries three or four 
times what they can make at home. 
Patriotism keeps others rooted. 

High-tech Zionists have been encour- 
aged by the government to set up shop in 
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the remote hills. of Galilee, where there 
are more ‘Arabs than Jews. One such 
company is SRD, a cross between a com- 
mune and a collective with 20 adult mem- 
bers; this year it hopes- to sell $1.5m- 
| monitors. Not all the 
surrounding hilltop settlements have 
X | The largest, Yuvallim, 
tics firm: But most of the 
00 families commute to 
for the armaments dével- 

uthority. 
r high-tech companies on the 
f Tel Aviv, life can be hard. 


: friendly bio-technology products, faces a 


typical problem. Set up in 1982 as a 
subsidiary of Ormat Turbines, about-a 
quarter of its R&D budget was met by the 
government. Now it thinks it has identi- 
fied the product that will make it rich, a 


plastic “comb” which could ‘help farmers 


to make cheap. and easy tests for all sorts 
of animal ‘diseases. But. the. company is 
» having trouble: finding the capital to ex- 
_ pand its production and marketing. 


Some high-tech firms are hampered by 
the abysmal reputation of the Israeli 
economy, which tends to scare off foreign 
investors (although the government ar- 
gues that its new free trade agreement 
with. the United States, and one with.the 
EEC scheduled for 1989, should tempt 
more foreigners). One way to avoid Isra- 
el’s high labour costs and geographical 
disadvantages would be to produce 
abroad. But Orgenics, at least, is motivat- 
ed by.a vision. Produce overseas, says one 


-of the company’s founders, and “all your 


dream of Zionism is crushed”. 


: Advertising m 


Paper profits 


When the brewer Guinness had its friend- 
ly bid for Distillers topped by a hostile 
one from Argyll, a foods group, it retort- 
ed, not with a new bid of its own (yet), 
but with more’ taunting full-page adver- 
tisements. Knock and counter-knock in 
Britain’s biggest takeover battle have be- 
come as familiar a part of British newspa- 
pers as page-three girls and pickets. 
Takeover advertisements are banned 
from television, so the press takes the 
pickings. In one Sunday’s national papers 
alone, Lowe & Howard-Spink (an adver- 
tising agency) bought 13 full pages for 
Guinness at between £15,000 and £30,000 
a throw. Saatchi & Saatchi, for Argyll, 
bought six. And Imperial Group, under 
siege from Hanson Trust, had 2} pages. 
The weekday. papers are as splattered. In 
the six days to February 8th, the Financial 
Times sold 16 full pages to Guinness, 
Argyli, Imperial Group and Hanson 


America stirs the coffee pact 


Barring acts of God, the International 

. Coffee Organisation (C0) is to stop im- 
ing export quotas on February 18th. 
For the first time in five years, producers 
will be free to ship as much coffee as they 
like, anywhere. In the short term, grow- 

i> ers stand to benefit. They can increase 
{shipments to cash in on the present high 


` prices caused by a drought in Brazil. But 


| «some producers fear this will increase the 
| -chances of the United States pulling out 
Of the agreement—-a withdrawal that 

` would kill the pact. 

Within the next few months, the Rea- 
-gan administration: will decide whether 
= to seek. the new legislation required for 

America’s continued membership. Most 
members of the administration ‘dislike 
commodity pacts, but in one respect the 
coffee: agreement has pleased them. It is 
good for Brazil, and what is good for 
Brazil. is good’ for American banks. 


America’s continued membership also 
sometimes suits some consuming coun- 
tries. When the: so-called Bogota group 
of producers came together to prop up 
prices, America routed them by threat- 
ening to pull out of the 1co. 

< America. will have a chance to cam- 
paign for needed changes in the Ico, 
either when the coffee price falls again to 
$1.35 a Ib (the price at which quotas can 
be renegotiated and reimposed) or when 
the whole agreement comes up for re- 
newal in 1989. At that stage, the Ameri- 
cans should say they will quit the ico 


. unless it addresses two issues. The first is 


that quota arrangements must take ac- 
count of varying levels of demand for 
different qualities of coffee. At present, 
they do not. Second, export quotas must 
reflect changing patterns of production 
like the rise-in production in Asian | 
countries such as Indonesia. 


Trust. This is a dollop of cream on 
what is anyway thickly spread jam 
British advertising agencies and newsp 
pers just now. f 

Billion-pound bids are two a pe 
Burtons for Debenhams; Guinness 
Arthur Bell; Elders.1xi for Allied-Ly 
Hanson Trust for Imperial Group, Im 
tial for United Biscuits. (see page 
Advertising agencies are keen to g 
takeover accounts. The business is profi 
able. It lets them add a mean edge to thei: 
creativity. It gives them a line to City « 
London clients ahead of the deregulato. 
“big bang” later this year, which in mak 
ing the capital markets more competitive 
will give financial-services advertising a 
big boost. 

The bonanza now belongs to the n 
papers. The Guardian reckons that ta 
over advertisements have increased it: 
advertising revenue since June 1985 
more than 10%, Revenues for Janua 
were up by half over the same month la 
year: mostly due to the fracas over Dis 
ers. And Guinness only started adve 
ing in the last week of January. a 

In the past 2) weeks Guinness ha 
placed 18 full pages in the Financi 
Times, at a cost of nearly £500,000. A’ 
the daily newspapers have been blesse 
Why has Guinness got so carried a 
The fact that Distillers’ directors- so wa 
the Guinness. bid. to’ succee “the 
have agreed to underwrite the: 4p 
of expenses may have something to d 
with it. i 


Commodity producers __ 
TERRA EEEREN STI PE LIE EE NG TON 
Variety is not the 
spice 


If any oil-prodiicing country should be 
cushioned from the fall in the price of oil, 


‘it ought to be a diversified one. But 


today’s hardest cases are not just Nige 
or Venezuela, where nine out of every 
dollars earned abroad. come. from: oil 
Things look equally bleak for Indonesia 
and Malaysia—two examples among s 
eral (see chart next page) of the victims o 
tumbling commodity prices. gi 

Oil accounts for “only” half of Indone 
sia’s export earnings and a quarter o 
Malaysia’s. But the prices of their non-oi 
commodity exports—like tin, rubber 
palm oil—are crashing, just as the 


„kets for their manufactured exports a 


shrinking, too. 

Indonesia is Asia’s biggest oil exporter. 
with production running at 1.3m barrels 
day (b/d); it is also the world’s larg 
exporter of liquefied natural gas, prices of 
which are linked to oil. Together, these 
account for over two-thirds of the cou 





WORLD BUSINESS 


try’s exports—which means that, at cur- 
rent oil prices, foreign-exchange earnings 
could fall by a third this year. 

Indonesia is also the world’s second 
largest tin producer. Tin prices on the 
secondary market have fallen by 40% in 
dollar terms since tin trading on the 
London Metal Exchange was suspended 
last October, Any settlement will mean 
selling off the tin stock built up by the 
International Tin Council, so prices are 
likely to remain depressed. 

Tin accounts for only 5% of Indonesia’s 
non-oil exports. Rubber, timber and cof- 
fee are each more important. Rubber 
prices have slumped by almost 30% since 
early 1984, and timber prices have fallen 
11% during the same period. Coffee has 
done better—prices are at present 36% 
higher than in February 1984 thanks to a 
drought in Brazil—but on February 18th 
export quotas set by the International 
Coffee Agreement are due to be suspend- 
ed, and new supplies could flood the 
market (see previous page). 

The international agreements in tin and 
coffee have hit Indonesia hard. The coun- 
try is a low-cost supplier of both of them. 
The two agreements have required Indo- 
nesia to eschew its cost advantage by 
accepting an arbitary limit on its exports 
in good years, and now face it with misery 
in bad ones. 

Indonesia's three biggest trading part- 
ners—Japan, America and Singapore— 
together account for an estimated 80% of 
Indonesia’s total exports. When their ap- 
petite for imports catches a cold, Indone- 
sia catches pneumonia. Its attempts to 
diversify by strengthening trade and eco- 
nomic co-operation within ASEAN have 
achieved little (see page 74). 

Indonesia has not been a crazy spend- 
er. It has been a rather cautious country, 
running a balanced budget (if you count 
aid as revenue) for years. This year, it 
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Tapping 
plans to chop development spending by 
22%. But that assumes an oil price of $25 
a barrel, which it won't get; so further 
cuts seem inevitable. Tax reforms in 1983 
have boosted the share of non-oil taxes, 
but oil still accounts for 50% of total 
government revenue. Service of the for- 
eign debt has risen from 7% of total 
public spending in 1981-82 to an estimat- 
ed 15% in 1985-86. Some 80% of the 
foreign debt is long-term lending from 
official creditors, giving Indonesia a rela- 
tively modest debt service ratio of 20%— 
but the debt still amounts to $34 billion, 
making Indonesia the third world’s fifth 
biggest debtor. 

Malaysia is afflicted with similar prob- 
lems to Indonesia’s, but it is attempting a 
different solution. Apart from producing 
oil, Malaysia is also the world’s biggest 





another depressed market 
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exporter of three of the most depressed 
commodities: tin, rubber and palm oil. In 
1960, rubber and tin accounted for 70% 
of its total exports; now, their share is 
only 13%. Both have been overtaken by 
palm oil, which provided 12% of Malay- 
sia’s earnings in 1984. Since then palm-oil 
prices have fallen 64%. The govern- 
ment’s price assumptions built into the 
1986 budget illustrate the scale of the 
problem: crude oil $26 a barrel, current 
price $16; tin M$29.15 ($15) a kilo, cur- 
rent price M$17; palm oil M$1,000 a 
tonne, current price M$600. 

Since 1980, oil has been Malaysia’s 
biggest export. The government had 
hoped to raise production by 20% in 1986 
to 510,000 b/d. With capacity at around 
600,000 b/d, it could actually produce 
more. Unlike Indonesia, Malaysia runs a 
big budget deficit—11% of GNP in 198: 
though that is only half the level of 1981 
peak. The current-account deficit, which 
had halved from 14% of GNP in 1982 to 
7% last year, is likely to grow again in 
1986. The cost of servicing Malaysia’s $17 
billion external debt rose from 12% of 
export earnings in 1984 to 17% in 1985. 

To adjust, Malaysia is changing its 
industrial policy, from one sort which 
dismally failed to another which also 
seems unlikely to work. At the beginning 
of February, the government launched an 
ambitious new “‘plan” to boost manufac- 
tured exports (now mainly textiles and 
electrical goods, and which account for 
about one-third of all its exports) by 
adding value to Malaysia’s raw materi- 
als—eg, by producing tyres, furniture and 
palm oil products. This reverses the previ- 
ous emphasis on import substitution 
which concentrated on producing goods 
such as sponge iron, cement and cars. 
Those industries now face huge losse 
The Malaysian market is too small _- 
realise substantial economies of scale. 


i Oil producing countries that have only spread their woes i 
Commodity prices 


1984 exports, by product (%) oc oil and other commodity exporters 
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An Offshore 
Money Market Cheque Account 


hie Bank cof | Scotland 





DO YOU WANT? 


@ High Rates of Interest 

@ No notice of withdrawal 

@ A cheque book to give you easy access 

@ An Offshore Account based in Jersey paying 
Interest Gross. 


AND ALSO 


@ Available to applicants world-wide 
@ No need to have another account with us 


INTEREST PAID GROSS 


12.15% =12.85% 


ompound Annual Rate* (C.A.R.) 
WS 








Minimum opening balance 
Minimum transaction 
Interest is calculated daily and applied mo 
Cheques may be payable to third parties and all 
transactions should normally bein sterling. Statements 
are issued quarterly (more frequently if you wish). 
First 9 cheques per quarter are free of charge. 
Up to date rate of interest available by 
telephoning Bank of Scotland, Jersey 0534-39322. 
Simply complete the coupon below and enclose your 
cheque. An acknowledgement of your deposit will be sent 
by retum and your cheque book will follow a few days later. 
Bank of Scotland was constituted in Edinburgh by Act of Scots’ 
Parliament in 1695. Copies of the Annual Report and Accounts are 
available on request from R. C. Horne, Manager, Bank of Scotland, 
4 Don Road, St Helier, Jersey or from Bank of Scotland, Head Office, 
The Mound, Edinburgh EH! 1YZ. Bank of Scotland Proprietors’ Funds 
as ot 28th February 1985 were £314.4 million. 


Deposits made with offices of Bank of Scotland in Jersey are not covered by the Deposit Protection Scheme 
under the Banking Act 1979. 





To Bank of Scotland Money Market Accounts Centre, 


| 4 Don Road, St Helier, Jersey. 


I/We wish to open a Money Market Cheque Account. 
l am/We are aged 20 or over. (Please complete in BLOCK CAPITALS.) 


FULL NAME(S) 
ADDRESS 
SIGNATURE(S) 


SATE 
For joint accounts all parties must sign the application but only one 


|_ signature will be required on cheques. 


I/We enclose my/our cheque for £ 
to Bank of Scotland. 


Should the cheque not be drawn on your own bank account, please give 
details of your bankers. 


MY/OUR BANKERS ARE 
BRANCH 


(minimum £2,500) payable 


BANK 





£15/2 


ACCOUNT NUMBER 


Bank of Scotland Jersey offers a full range of services. For further 
information tick box O 


S°SBANK OF SCOTLAND 





A FRIEND FOR LIFE i 


Se ETA 
E, 
ET 








AT&T has shattered the information 
barrier—with a beam of light. 

Recently, AT&T Bell Laboratories 
set the world record for transmission 
capacity of a lightwave communica- 
tions system — 20 billion pulses of light 
per second. The equivalent of 300,000 
conversations, sent 42 miles, on a hair- 


_ thin fiber of super-transparent glass. 


But that’s really getting ahead of the 
story. 

Actually, the 20-gigabit record is 
only one of a series of AT&T achieve- 
ments in the technology of lightwave 
communications. 

But what does that record mean? 

The Light Solution 
To A Heavy Problem 

All of us face a major problem in this 

formation Age: too much data and 
too little information. The 20-gigabit 
lightwave record means AT&T is help- 
ing to solve the problem. 

For data to become useful informa- 
tion, it must first be quickly, accurately 
and securely moved to a data trans- 
former —a computer, for instance. 
Getting there, however, hasn't always 
been half the fun. 

Metallic pathways have a limited 
transmission speed, sensitivity to 
electrical interference and potential 
for interception—factors that reduce 
the effectiveness of today’s powerful 
computers. Factors that are elimi- 
nated by lightwave communications 
technology. 

Ten Goes Into One 20 Billion Times 
hree primary components make 
~ any lightwave communications 
system. On the transmitting end, 
a laser or light-emitting diode; on the 
receiving end, a highly sensitive photo- 
detector; and in the middle, super- 
transparent glass fibers we call 
lightguides. 

Installing these fibers is a major 

cost of a lightwave communications 


system. So, once installed they should 
stay put —increased capacity should 
come from fibers carrying more, 
rather than from more fibers. 

Which brings us to the 20-billion 
bit-per-second story — about experi- 
mental technology that has the poten- 
tial to upgrade installed fiber to meet 
any foreseeable capacity needs. 

Using new, sophisticated lightwave 
system components, we multiplexed 
(combined) the outputs from 10 
slightly different colored 2-billion bit- 
per-second laser beams into a single 
20-billion bit-per-second data stream. 

Playing Both Ends 
Against The Middle 

But, lets start at the beginning— 
the 10 distributed feedback laser 
transmitters. 

These powerful semiconductor 
lasers can be grown to produce light 
of different, but very precise, wave- 
lengths. The lasers we used transmit- 
ted in the 1.55 micron (infrared) range, 
with only minuscule fractions of a 
micron between their wavelengths. 
The purity and stability of the beams 
let us pack their ten colors into the 
most efficient transmitting region 
of our single-mode, silica-core fiber. 

To make the original 10 beams into 
one, a fiber from each laser was fed 
into a new lightwave multiplexer—a 
prism-like grating 
that exactly aimed 
each beam into the 
single transmission 
fiber. Over 42 miles 
later, a second grat- 

oh clades ing fanned the 

multiplexer beam back into its 
original 10 colors for delivery to 10 
exceptionally sensitive avalanche pho- 
todetectors — receivers that convert 
the light pulses back into electrical 
signals and amplify them many times. 

A similar avalanche photodetector 





































was the receiver when AT&T Bell 
Laboratories set the world record for 
unboosted lightwave transmission— 
125 miles at 420 million bits per second. 
From Sea To Shining Sea 
System capacity is important. But 
system reliability is vital. Especially 
when the system is going under 
10 thousand miles of water—and is 
expected to last for 25 years. 
AT&T is going to build the first 
lightwave communications system 
under the Atlantic Ocean. A similar 
system is planned for the Pacific. In 
1988, laser beams traveling through 
two pairs of glass fibers will carry the 
equivalent of 37,800 simultaneous 
conversations overseas, under- 
water, from the U.S. to Europe and 
the Far East. 
AT&T has manufactured and 
installed lightwave systems —as large 
as the 780-mile Northeast Corridor 
and as small as single-office local area 
networks — containing enough fiber 
to stretch to the moon and back. And 
the capacity of each network is tailored 
to meet the unique needs of its users. 
Systems being installed in 1985 
will be able to grow from 6,000 up to 
24,000 simultaneous conversations on 
a single pair of fibers. 
AT&T is meeting today’s needs with 
lightwave systems that are growable, 
flexible and ultra-reliable. And antic- 
ipating tomorrow's needs with a whole 
spectrum of leading-edge lightwave 
communications technologies. 






















: Per with global commit- 
ments require a bank with global 
resources, strength and know-how. 


qualified to meet the special needs of 
international clients. A few specifics: 


‘One of the world’s largest banking 
networks. American Express Bank has 
82 offices in 39 countries. This global 
reach gives you prompt access to all 
key financial markets ~ a crucial advan- 
age in today’s fast-paced world. 















Worldwide investment opportunities. 






o the worldwide investment oppor- 






World headquarters of American Express 
‘Bank Lid. will soon move to its new bome in 
othe St-story American Express Tower, now 
nearing completion in New York City. 





American Express Bank is exceptionally - 


Our private banking clients have access 


American American Express Bank Bank 


Private banking 


with global reach. 


tunities available through the American 
Express family of companies, offering 
many more ways to protect their assets 
and make them grow. 

Over 65 years of experience. For over 
65 years, American Express Bank has 
meant exceptional service in meeting 


the financial needs of clients around 


the world. Today, these 
services also include 
American eee Bank 
Gold Card® privileges, 
and our exclusive, 
round-the-clock Premier 


Services™ for the personal and business 
travel needs of certain clients. 


Your individual Account Officer. As a 


valued client, your personal Account 


Officer will handle your financial affairs 
swiftly, accurately and with complete 
confidentiality. 


Private banking with global reach, 
by American Express Bank: the finest 
in traditional banking services plus the 
latest in proven banking technology, 
worldwine For more details on how 
American Express Bank can help you 
reach your specific objectives, contact 
us today. 





American Express Bank Lid, 
An Amencan Express compan 


e is saving by moving his British newspa- 
pers to a new plant at Wapping in Lon- 


ate page 34) to finance ` 


anne for almost $1.5 billion. That will 
“Increase News Corporation’s revenues by 
50% “and its operating profits by 20%. 
tits debts will more. than double, and 
doch: 


ock m: APAE he can 
ff: shares in News Corporation 


ydney by a third since mid- 


January (see chart or 


er interest and: depreciation . cut 
Corporation’s tax bills. The. migration of 


"The Times, the Sunday Times, the Sun. 


and the News of the World from. Fleet 


NEW YORK 


Street to Wapping could eventually save 
the business $70m a year, Mr Murdéch 
must have had -his bankers, not only 


obdurate. printers, on his mind when. he 
< took the decision to abandon Fleet Street. 


News. Corporation’s balance sheet: is 
already stretched. In early 1985, Mr Mur- 
doch bought 50%.of Twentieth Century- 
Fox for $250m and paid $350m for some 
business magazines: Most of that money 
was borrowed. By last September 30th, 
News Corporation—which reports its re 
sults: in. Australian. dollars—had long- 
term debts of A$1.2 billion ($790m), up 
from A$400m in September 1984. That 
was equivalent to 86% of its net worth, as 
defined by Australian accounting rules. 

Since then, News Corporation has paid 
a further $325m for the remaining 50% of 


s Twentieth: Century-Fox. In November, 


Citicorp arranged a loan of $670m to 
finance the purchase of Metromedia’s six 
television stations. One of Citicorp’s con- 


ditions was that the loan would be is 
default if News Corporation’ s debts © 


tion must take over bon 


$1.5 bilion issued by: 


ing imposed by its creditors by persuac 


some holders of the bonds to take $1.1 


billion-worth of preferred shares in a ney 
company, Fox Television. 
prospectus-for the preferred shar 
contains a wealth of information, includ 
ing Mr: Murdoch's salary in America 
$530,000 a year. Extra bank loans of up t 
$435m will be needed to buy up the rest 

the bonds and to pay bankers’ fees and 
expenses, estimated: by. News Corpo 


stionat $44,7m. 


Preferred shares have lots of disadvan 
tages. They cost more. Their dividen 


_will rise from.13% to 15%. over thr 


years, increasing the annual: payou 
them: from $149.5m to $172.5m b 
third year. In contrast, to intere: 


ferred shares as s debt and their dividends 
as tax-deductible interest. 

News Corporation’ s investment. bank 
ers admit in the prospectus that the tax 
man will probably: say no. If so, 
Corporation will have to pay large d 
dends from its: after-tax. profits that 
cannot easily afford. So the financing isa 
gamble, But if enough bondholders agr 
to take the preferred shares, the p 
need only work fora year or two whi 
Murdoch hurries to pay: off debts an 
increase cash flow elsewhere in the group 
Investors have been tempted to take the 
preferred shares with a promise 18 
canbe converted by Fox Television 
bonds at. any time: Expensive lawy 
may well be able to keep the taxman al 
bay for a year or twos © oi 

News Corporation. is helped by the fac 
that it is an Australian company; an 
Australian accounting practices diffe 
from’American-rules in the treatment o 
preferred shares. Redeemable preferenc : 
shares are counted in Australiz 
shareholders’ equity, while in 
they must be listed: separately, a 
they were merely a form of debt. 

Remembering that News. 
has expanded fast in the 
look at the two versio! 
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Consolidated balance sheet,1985 
Under accounting rules in 
Australia ; 


June 30th Sept 30th* 
$ Pro-forma figures assuming purchase 
t Dividend payment for first year on preference stock 


June 30th Sept 30th* 


sheet in the chart, taken from the pro- 
spectus. Under Australian rules, adding 
the six television stations plus half of 
Twentieth Century-Fox to News Corpo- 
ration gives it long-term debts of A$2.6 
billion and shareholders’ equity of almost 
A$3 billion, comfortably inside the ceil- 
ing set by Citicorp. This figure for share- 
holders’ equity includes all the new pre- 
ferred shares, and the boost to assets 
from a revaluation of News Corporation’s 
newspaper and magazine titles in 1984. 
Under American accounting rules, 
News Corporation looks quite different. 


Long-term debt is A$4.3 billion, backed 


by shareholders’ equity of only A$373m. 
In America, the preferred shares are 
counted as debt, which is just what Mr 
Murdoch is trying to persuade the Ameri- 
can tax authorities they really are, while 
no intangible assets (like titles) have been 
allowed to be revalued. 

But bankers concentrate more on com- 
panies’ cash flow than on accounting 
conventions. Since Mr Murdoch owns a 
controlling interest in News Corporation 
and does not have to pay big dividends to 
keep investors happy, his group has mere- 


__ ly to generate enough cash to pay interest 


on its loans. Operating profits of News 
Corporation in the year to June 30 1985 
were A$164m, interest payments A$98m. 
Long-term debt has since doubled, so 


_ interest payments will roughly double in 


the year to June 30 1986. Add in so-called 
dividend payments on the new preferred 


_ shares and the annual cost of debt dou- 


bles again. 

Where can Mr Murdoch find the 
A$450m-odd he will need each year to 
service his debt? Not in his existing 
American operations, which made an 
operating loss in the year to last June, 
offset only by the sale of the Village 
Voice. Nor at Twentieth Century-Fox, 
still recovering from large losses. As part 
of News Corporation, the six television 
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of remaining 50% of Twentieth Century-Fox, plus six television stations 





stations would have shown an operating 
profit of $78m in the year to June 30 1985, 
little more than a third of the initial 
annual cost of financing the purchase. So 
he had better succeed at Wapping. 


Westland 


Last nail in the 
chopper? 


On February 12th, at the second extraor- 
dinary general meeting of shareholders 
within a month, 67.8% of Westland’s 
shares were cast in favour of a rescue 
package from America’s Sikorsky and 
Italy’s Fiat. That represents victory for 
the board of Britain's temporarily most 
famous company, which had recommend- 
ed the offer from Sikorsky (a subsidiary 
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of United Technologies) and not a similar 
package from a European consortium. 

The result pumps £80m into Westland’s 
balance sheet; gives Sikorsky and Fiat an 
initial holding of 29.9%; and guarantees 
Westland salvation, at least in the short 
term. It does not guarantee peace. At this 
week’s meeting Westland’s largest share- 
holder, with 16.9%, was still Mr Alan 
Bristow, who built up his stake to oppose 
Sikorsky/Fiat. Mr Bristow says he accepts 
the result “with dignity and good 
grace”’—but it is not yet clear whether he 
will sell his holding. 

Political squabbles may also disturb 
Westland’s peace. The struggle over the 
company has already caused two cabinet 
ministers to resign, and has led Conserva- 
tive members of parliament to question 
Mrs Thatcher’s continued leadership. 
Her critics expect to get more ammuni ~ 
tion when the Stock Exchange complete 
an inquiry into Westland share dealings. 
On the eve of the extraordinary general 
meeting, the exchange reported that six 
unidentified shareholders—three of them 
hiding behind Swiss banks—held 20% of 
Westland. This meant that at the end of 
January, 79% of Westland was in the 
hands of 12 shareholders—which helps 
explain why the Europeans won only 
4.26% of the shares in a tender offer 
priced at 130p—well above the market 
price of around 110p. 

That is the rough law of the market. 
The inquiry has other matters to ponder. 
Rowe and Pitman, Westland’s stockbro- 
ker, was purchasing shares at 40-50% 
above the market price. Several institu- 
tions benefited from exclusive options to 
sell their shares to Sikorsky and Fiat at 
prices of up to 151p. Institutions were 
profiting by selling shares at a premium to 
Mr Bristow before going to the market | 
buy more shares cheaply. 

None of that may offend the letter of 
the law. But politicians may think it 
offends the spirit of the law. Sir John 
Cuckney, Westland’s chairman, while ex- 
pressing a “passionate disbelief in post- 
mortems’’, adds: “I wouldn’t say it’s the 
end of the Westland saga.” 


California banks 
One man’s gem. . . 


SAN FRANCISCO 


The sale of Midland Bank’s wholly- 
owned subsidiary bank in California, 
-Crocker National, to another California 
bank, Wells Fargo, for $1.08 billion has 
shown that the attractions of banking in 
America’s richest and most populous 
state lie in the eye of the beholder. Wells 
Fargo’s chairman, Mr Carl Reichardt, 
describes Crocker as “areal gem . . . and 
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a "magnificent consumer base”, even 
though the bank’s return on assets in 1985 

was a derisory 0.18%. = 
i the stable lump of dollar 
looked'so enticing in 1981 


lar oot and it has no 

e increasingly fierce com- 

the savings of Californians. 

lation, begun in 1980; has 

e average cost. of consumer 

posits from 5.25% to over 7% for 
an banks. 

Everybody from retailers like Sears, 
Roebuck to Wall Street investment banks 
-has been taking a bite at California’s $100 
- billion of consumer deposits. More is to 
come. Two reciprocal bank. bills, now 

‘ore the Californian legislature, prom- 
the state to. full-scale 


-Yet Mr Reichardt is no o fool. Califor- 
nia’s home-grown banks have so far suc- 
ceeded both in hanging on to their con- 
sumer deposits and in making a-profit 
from them. Net interest margins for Cali- 
~ fornia’s: big retail banks were up, not 

down, in 1985 despite the increasing cost 
of funds. That includes even the badly 
“holed Bank of America. It- managed to 
increase its net interest margin to 3.94% 
in 1985 compared with 3.89%: in 1984. 


But that did not stop it making a loss of — 


$337m in the year. 

.. Those improving margins have not 
come easily. All of California’s big banks 
have closed branches while struggling to 
keep operating costs under control. Wells 
Fargo itself is a good example. During the 
t few years, it has closed a quarter of 
-so branches and cut its retail 
g staff from around 7,000 in 1981 
y 4,000 today. Mr. Reichardt says he 
| will waste no time in applying the same 
- policy to Crocker. „At: least 1,000. of 
Crocker’s 12,000 staff will be laid off this 
. year and many of its 319 inant: are 

i likely to be shut. bey 


White on pink and read all over 


The success of a little white book, 
brought out by the publishers of Italy’s 
pink financial newspaper, I Sole 24 Ore, 
has'surprised even its authors. The book, 
prosaically entitled “How to read Il Sole 
24 Ore”, is now in its third edition, 
having sold more than 50,000 copies in 
six months. A sign, says Mr Giovanni 
Locatelli, the editor of the newspaper 
and author of the book, that ever more 
Italians “really want to understand what 
is happening to the economy”. For good 
reason. The country’s recently-legalised 
mutual funds. have collected more than 
900,000 investors in just over a year. 
Many want to know which funds are 
getting the best returns on the regenerat- 
ed Milan bourse. 

This has helped the Italian financial 
press, and the first to benefit has been 
Mr. Locatelli’s newspaper. Sales of H 
Sole 24 Ore—owned by the Italian indus- 
trialists’ confederation and once hardly 
circulated beyond its members—have 
doubled in the past six years. The news- 
paper made.a comfortable profit in 1985 

with an estimated turnover of Lire 56 
billion ($29m) and daily sales of 220,000 
copies. 

Mr Locatelli’s pink paper may soon 


Could Midland not have done the 
same? Throughout 1985 it was still intent 
on. rescuing Crocker from its previous 
losses ($324m in 1984). In September, 
Midland took over Crocker’s $3 billion of 
international loans as well as some $500m. 
of domestic loans—mostly in property 
and. mostly non-performing. What it 
could not do was make Crocker a bigger. 
force in California and able to face in- 
creased competition. Wells has done that. 
The. merged banks now. hold 8.9% of 
Californian consumer deposits compared 
with almost 17% for Bank of America, 
and jess than 7% for Security Pacific. 
Wells plus Crocker becomes America’s 


: SG Crocker 
E 


z WSubsidiary of First Interstate Bancorp 


af 


face a daily competitor. A future rival is 
said to have found backers and an editor. 
The weekly press is also cashing in. H- 
Mondo, owned by Rizzoli, a Milanese 
publisher, has spawned a stable of glossy 
financial- magazines. Other publishers 
have followed—most strikingly, those of 
the popular weekly Gente (People), who 
have produced a downmarket stable- 
mate, Gente Money. 


tenth biggest bank, with total assets of. 
$49 billion. Midland has no regrets about 
the sale. “If you called Crocker an alba: 
tross around our neck,” said a Midland 
spokesman, “I wouldn't disagree.” 


Tokyo stock market 


Time to look inside 
Japan 
The Tokyo stock market was slipping a : 


the end of last year. Investors worried 
that Japan's economic growth was slow: 


ing and that a sharply rising yen would 


reduce exporters’ profits. In the -p 
three weeks, however, Tokyo's Nikkei 
Dow index has come racing back up, 
setting new highs in each of the six trading _ 
days to February 12th. A growing band of | 
brokers’ analysts is predicting a furthe: 
rise. Is this more than sales talk? 

Some strong economic arguments sup- 
port the brokers’ case. Japan stands. to 
benefit more than any other big industria 
country from falling oil prices. Oil at $ 
20 a barrel will reduce manufactu 
costs and is likely to add $10 billio 
billion a year to Japan's already enor 
mous current-account surplus. > 

. Japanese interest rates are. falling. I 
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October 1985, the Bank of Japan raised 
rates to strengthen the yen. Since then the 
currency has appreciated by more than 
20% against the dollar, allowing the cen- 
tral bank to lower money market rates 
and, on January 29th, to cut its official 
discount rate from 5% to 4.5%, Another 
cut is still generally expected, in spite of 
denials from the governor of the Bank ‘of 
Japan. This is encouraging Japanese insti- 
_ tutions to move out of the money markets 
and back into equities. 
Wholesale prices are falling too—at an 
enormous annual rate of 9.8% in the last 
uarter of 1985. They will probably bring 
consumer prices down with them, though 
less rapidly. Together with the spring 
age round—expected to yield average 
age rises of 4-5%-—-this drop in consum- 
T prices promises to give a big boost to 
“consumption. Forecasts for production 
and company. profits during 1986 are 
being steadily increased. 
| Several foreign brokers think that this 
will soon lure foreign investors back to 
the Tokyo market. In 1984 and 1985, 
_ foreigners’ sales of Japanese shares ex- 
ceeded their purchases by Y2.8 trillion 
($12.7 billion). Foreigners have remained 
“net sellers this year. 
Goldman Sachs, an American invest- 
“ment bank, is advising its institutional 
¿clients to adjust their portfolios so that 
their investment in Tokyo matches that 
‘market's weight in non-United States 
stock markets (ie, about 45%). There are 
at least two reasons why foreign investors 
„might think twice about this advice: 
@ Their favourite Japanese shares are 
blue-chip exporters like Sony, Matsushita 
and Toyota. ‘Yet such companies are the 
biggest losers from a strong yen. Foreign 
vestors are unfamiliar with the brewers, 
etailers and other firms that stand to gain 
‘most from domestic growth. 
Japanese equities are already expen- 
ve compared to foreign stocks. Their 
average price/earnings ratio is 30 com- 
pared with ten in America. 
‘The brokers say that there are’ still 
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gains to be made in companies that will 
“benefit from the swing toward domestic 









growth: in stocks like Unicharm, a maker 
of disposable nappies whose share price 
has recently risen fast. 


Banco do Brasil 


Deeper into the 
commercial jungle 


Banco do Brasil is a peculiar hybrid—half 
central bank, half commercial bank. The 
Brazilian government has decided that it 
wants the central bank bit to be less than 
half. So, from March 3rd, Banco do 
Brasil can enter “all and any operations 


permitted to financial institutions”; in 


return for losing most of its job as a 
monetary authority. 

Other Brazilian banks are quaking at 
the prospect of competition from. this 
giant. Banco do Brasil has 3,300 branches 


and 117,000 employees. It is also the 


world’s most profitable bank. In 1985, its 


profits were Crs8.5 trillion ($1.2. billion). 


compared with the $998m of Citicorp, 
America’s biggest bank that is several 
times its size. 

At present, the bank is allowed to 
compete with commercial banks for cur- 
rent accounts. From March 3rd, it will 
also be free to sell insurance, savings 
accounts and investment funds while re- 
taining its near-monopoly on nationa- 
lised-industry accounts, a lot of rural 
credit and trade financing. But it loses 
what is called the “movement account’’: 
the account of Banco Central, Brazil’s 
other central bank, formed in 1965 out of 
a department of Banco do Brasil. 

The movement account has got Banco 
do Brasil in trouble with the government. 
The bank has customarily been able to 
draw on the account without warning 
Banco Central in advance. This has made 
it tantamount to a licence to print money. 
Matters came to a head in January, when 


a monthly inflation rate of 16.2% coincid- 


ed with a rumour that the bank had drawn 


Crs4.6 trillion from the movement ac- . 


count to pay its income tax for the second 
half of 1985. Though the bank denied the 
charge, the damage was done. The gov- 
ernment seized the opportunity to close 
the bank’s printing press. 

Banco do Brasil is unprepared for the 
new competition in at least two areas: 
marketing, until now a minor preoccupa- 
tion for a bank with a guaranteed volume 
of business, and electronic banking. But it 
is now finalising plans to automate all its 
branches over the next four years, and is 
talking of orders for no fewer than 90,000 
teller machines. 
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A snacks snag 


Inreferting Imperial Group’splanned £1.2- 
billion merger with United Biscuits to the 
monopolies commission and not referring - 
Hanson Trust’s:£1.8 billion all-paper bid 
for Imperial, the British government has’ 


















British snacks market. Hanson Trust, an 
industrial conglomerate whose £470m food ` 
business is mostly in: frankfurters and 
luncheon meats, has no such overlap with 
Imperial. So the biscuits reference is logical 
if, in business terms, a bit daft, o. 

While the Monopolies Commission | 
pores over United Biscuits and Imper 
(an inquiry that could take up to ue 
months), Hanson ‘Trust is free to try to. 
get its way. But it will have to offer more 
if it really wants Imperial. Its present 
offer is worth about 245p a share, some 
15% below: Imperial’s current share. ~ 
price, Hanson’ will also almost certainly 
have to inject some cash into its all-paper 
offer, and go above 300p a share, before 
the pressure to recommend the bid starts 
to weigh down on Imperial’s directors. 
Hanson has used some $900m of its cash 
on buying SCM, a diversified American 
manufacturing company, but a bit of cash — 
for Imperial shareholders should not be 
beyond its means. © 0 an 

What if the commission were to clear 
the Imperial/United Biscuits merger? Af- . 
ter all, the areas of overlap for which the 
referral has been made—snacks and, to a 
lesser extent, frozen foods—are small 
parts of large companies. In some other: 
sectors, the two companies complem: l 
each other. Imperial claims that toget.... 
with United Biscuits it would create Brit- 
ain’s first food company big enough to 
compete in world markets. Imperial has ~ 
identified savings of up to £60m a year if it 
joins with United Biscuits. ~ 

The British government. is shortly to 
preside over.a similar love triangle: Guin- 
ness and Argyll competing for the affec- 
tions of Distillers. Argyll’s bid has already 
been cleared, but Guinness’s friendly of- 
fer now looks likely to follow the route of 
United Biscuits and Imperial. If it does 
not, Lord Hanson will be embarrassed. 
He is a favourite of Mrs Thatcher, and 
has gained her gratitude by buying 15% 
of Westland, the politically-hot helicopter 
firm, and by voting for the American deal ` ` 
with Westland that Mrs Thatcher prefers _ 
{and that Westland’s shareholders ap- 
proved this week). Any suggestion that 
d been favoured -over 
en the - quarry’s 
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ese securities having been placed privately, this announcement appears asa matter of record onh 
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¿Fiye years ago, South-East Asia 
included’ some of the fastest- 
‘growing economies in. the world 
_and a regional grouping—the As- 
‘sociation of South East Asian 
Nations (ASEAN}—that they did 
not take seriously as a basis for 
conomic integration. Now, ev- 
thing is reversed. Slow growth 
home and protectionism 
„abroad are forcing the six mem- 
ers. of AsEAN—Iüdonesia, the 
ilippines, Thailand, Malaysia, 
ingapore and, since January 
1984, Brunei—to huddle togeth- 
r more closely. 
» Later this year, the heads of 
ZAN’S member governments 
lan to meet in Manila to pave 
he way for a longer session in 
angkok in 1987. The summit in 
nila will be only the third such 
ering since ASEAN was set up 
1 August 1967. Economic co- 
peration will, for the first time, 
op the agenda. 
Why has it been ignored for so 








he original declaration, was “to 
erate economic growth, so- 
rogress and cultural devel- 
nt in:the region , . . in or- 
er to strengthen the foundation 
a prosperous and peaceful 
community”. During the 1970s, 
however, when the economies of 
SEAN’s members were growing 
at an average 7% a year in real 
rms, this’ seemed almost 
irrelevant. 
No longer. In 1985, Singa- 
pore’s GDP shrank by 1.7% and 
‘this year it is likely to stagnate. 
he region’s oil exporters are all 
ffering from. the fall in oil 
rices: the. growth rates of Indo- 




















Five fall down 


ODP by sector, 1985 1%) 
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Taking ASEAN seriously 


ng? ASEAN’s aim, according to, 


1980-84 








nesia and Malaysia roughly 
halved last year; Brunei’s econo- 


-my contracted. So did the Philip- 


pines’ GDP, while Thailand’s 
growth is estimated to have 
slowed from 6% in 1984 to 4%. 
ASEAN’s members are beginning 
to see economic co-operation as 
the remedy. Are they right? 

Attempts to encourage eco- 
nomic integration among devel- 
oping countries usually fail be- 
cause their members export, the 
same types of goods, mainly basic 
commodities. ASEAN is no- excep- 
tion: Thailand, for example; lost 
one of its:most lucrative markets 
last year when Indonesia became 
self-sufficient in rice. Despite the 
boom of the 1970s, only one 
member, Singapore, is (newly) 
industrialised. 

The more industrial countries 
become, the more scope there is 
for trade between them. In 1984, 
53%. of exports from countries in 
the European Community went 
to other EEC members. The 
equivalent figure for ASEAN was 
17%. 

In some ways, the ASEAN econ- 
omies are very different (see 
chart 1, except for Brunei, which 
was not a member for most of the 
period shown), Brunei's average 
real income is ten times higher 
than Malaysia’s, whose people, 
in turn, are more than three times 
better off than Indonesia’s and 
twice as rich as Thais and 
Filipinos. 

But as trading nations, the 
ASEAN members have much in 
common. All have grown richer 
by exporting raw materials to 
western industrial countries. Oil 


Indonesia 


62.83 (84 85* 4980: af 


and-gas account for two-thirds of 
Indonesia’s exports and 99% 
Brunei's. Even for diversified 
Malaysia, five commodities—oil, 
rubber, tin, timber and palm 
oil—accounted for 61% of total 
exports in 1984. 

ASEAN’s biggest trading partner 
is Japan, In 1984, Japan took 
24.4% of the $75.3 billion of the 
association’s total exports; Ja- 
-pan’s. goods accounted:for $15.9 
billion (20.5%) of ASEAN’s. total 
imports. But, unless growth in 
the Japanese economy acceleér- 
ates, ASEAN’S export prospects 


there are not bright. And, as. 
chart 2 shows, the next biggest- 


trading partners were America; 
which is trying to limit its im- 
ports, and the EEC. 
a To complete the glum picture, 
consider what has been happen- 


ing to trade within ASEAN. Here: 


too, raw materials .dominate, 
making up almost four-fifths of 
total intra-ASEAN trade. Exports 
from ASEAN countries to fellow 


member states grew as a propor-: 


tion of their total trade in every 
year from 1976, when they ac: 
counted for 12.9% of ASEAN’S 
$26.7 billion-worth of exports, to 
a peak in 1983 of 21.1%. But this 
is less significant than it sounds 
because oil and gas, whose prices 
were rising for most of those 
years, accounted for by far the 
largest share of commerce within 
ASEAN (63% of $28.7 billion in 
1982). In 1984, intra-ASEAN:ex- 
ports fell to 16.8% of the total. 
Trade within ASEAN centres on 
a single country. As befits an 


entrepot, Singapore has a hand in’ 


most intra-ASEAN trade, But it is 
hard to tell exactly what the hand 
is holding. When a Malaysian 
exporter ships goods through Sin- 
gapore to America, Malaysia 
counts this only as an export to 
America while Singapore counts 
it both as an import from Malay- 
sia and a Singaporean export:to 









Thailand 


of 








America. Singapore. records no. 


ues ] indo : 
The table in chart 2 shows calcu 
lations by Singapore’s Institute of 
South East Asian Studies which 
offset the. double counting and 
other distortions in official’ 
figures. a 

Until 1983, Singapore refined 
much of Malaysia's and Indone- 
sia’s. crude oil. Now, both prosi 
ducers refine more of their own” 
oil. They-are also trying to trade 
directly with China rather than 
use Singapore as a middleman. 
So intra-ASEAN trade may contin- 
ue to fall as a proportion of the 
total, even if oil prices do not 
decline further, 


















































Trading for growth. 


ASEAN governments have made: 


„an effort. to promote economic 





integration on «wo fronts: tra.. 
liberalisation and industrial €i . 
operation. Take trade first: In’ 
February: 1977, ASEAN foreign. 
ministers signed.an agreement-on 


preferential trading arrange- 
ments which had- four main. 
ingredients: 


© Long-term supply contracts 
for basic commodities. Raw ma- 
terials: sold under such deals en- 
joy lower duties and, in times of 
shortage, member states supply 
each other's needs first. Under a 







































© Preferential government: pro- 
curement. Set up in 1977, this 
allows companies in ASEAN coun- 
tries preferential. access to gov- 
ernment contracts: It has yet to 
















trade,1984 


N de, 1984 Total imports: 
Total exports: US $75-3bn 


US $77-2bn 
205 a 18 


OPEC excluding 
indonesia) 3:3 


Eastern 


Other (including 
China) 125 


Exports’ (US $m), 1984 top 
from Malaysia Singapore 
i Philippines 















"4,393 12.616 








“Source: Institute of South-East Asian Studies + Excluding te-exports & Brunei 





board tariff cuts have. been re- 
stricted to so-called “non-sensi- 
tive” items, a term which each 
country defines as it chooses. 
Industrial ‘co-operation has 
proved as difficult as. lowering 
trade’ barriers. ASEAN countries 
have: been reluctant to spend 
money on. regional projects out- 






be. put into practice. 
@ Tariff reductions. To begin 
with, these were negotiated on a 
duct-by-product basis. Where 
agreed terak- concessions 
were ‘extended to other ASEAN 
countries on a most-favoured-na- 
tion basis. es 
=” In April 1980, ASEAN ministers 














good enough to offer $1 billion in 
soft loans’to get it off the ground. 
Sitigapore, however, has been 
unenthusiastic. It doubts whether 
such projects can make a profit 
without. high external tariffs and 
it does not need to buy much of 
the sort of products that come 
from Ips. It therefore, said it 
would take a nominal 1% stake in 
any such project. Oné.1P it did 
support, though, was its own $4m 
pharmaceutical ‘factory produc- 
ing hepatitis-B vaccine. 

The only other projects to have 
been built are much more expen- 
sive. A $410m urea plant in 
Aceh, in western Indonesia, 
opened in January 1984 but is 
losing money because there isa 
world fertiliser glut. About 55% 
of its 430,000-tonne annual out- 
put is sold at home. Another 37% 
is exported to the rest of ASEAN. 
Malaysia, which has- a similar- 
sized fertiliser plant in Sarawak, 
began to ship urea last October. 

The Malaysian government ar- 
gues that the regional market is 
big enough for two such 1Ps, dè- 
spite the fact that Thailand plans 
a fertiliser plant of its own, Plans 
for two more IPs—a soda-ash fac- 
tory'in Thailand and a copper- 
fabrication plant in the Philip- 


pines—have. been ` dropped 
because of falling demand. 
Industrial complementation 






agreements (Ics) have be 
bigger flops than IPs. The ain 
to get companies in each cou 
to make different compone 
a single product (er. produ 
range) which would be traded on 
a preferential basis within ASEA) 
The first deal, on automotive 
products, was approved in May 
1981. Indonesia was to make di 
sel engines and motorcycle axles, 
the Philippines car-body. panels, 
and so on. The idéa ‘never bore 
fruit, partly because of its ‘co 
plexity. Singapore also objected 
to the proposal that each firm 
involved should enjoy. exclusive 
tariff privileges for two years. 
In frustration, the region 
chambers of commerce. pushe 
through a third scheme, ca 
industrial joint ventures (IVs 
Approved in October 1983; Uvs 
may have a greater chance: of 
success. To qualify, an UV. 
quires firms from. at least two 
countries together owning a stake 
of not less than 51%. They then 
qualify for a 50% tariff cut by 
those countries. 
Unlike Ics, exclusive tariff r 
ductions apply only to uv prod» 
ucts not previously made 
ASEAN. Of the 21 projects origi 
nally proposed in 1983, sev 
have been approved: Most a 
joint ventures intended to. pr 
duce motor-vehicle parts. 




















































































agreed to make across-the-board 
tariff cuts on thinly-traded goods 
with an import value of less than 
$50,000, These were progressive- 
ly raised to $10m by the end of 
1982. In May 1984, the cuts were 
extended to all goods traded, no 
“matter. what their value. Tariffs 
were initially cut by 10% in 1977, 
and have ‘since fallen to a maxi- 
Lrate.of 50%. 

riff cuts have been granted 
8,431 items, three times the 
“number in 1981. Yet their impact 
~ has been limited: the items ac- 
count for less than 5% of intra- 
ASEAN trade, because many are 
> not needed or are not supplied in 
= the region. The Philippines has 
generously reduced its tariff on 
Snow ploughs from 20% to 18% 
«fOr ASEAN producers; Thailand 
has cut tariffs.on eight categories 

___ of pig’s bristles. r 
. Theimpact of tariff reductions 
-On intra-ASEAN trade has been 
: honed by: strict rules of ori- 
<- gin. To qualify, at least 50%. of 
the value of goods traded must be 
<- added locally: Imports to Indone- 
- sla require 60% local content. In 
consequence, many businessmen 
do not even bother to fill in the 
forms to claim tariff reductions. 
- Moreover, items which were al- 
¥eady duty-free before the trade 
preferences were introduced are 
still included. And“ across-the- 


















side their borders. 

One reason is that they all have 
ambitious industrial plans of their 
own, some of which duplicate 
their. neighbours’, Indonesia, 
Malaysia and Thailand all want to 
develop processing. downstream 
from their indigenous. gas sup- 
plies; Malaysia and Indonesia 
want to build up car industries. 


Take your partner 

Until. recently, individual at- 
tempts. at. industrialisation have 
followed a pattern. They begin 
with import-substituting products 
and move to the production of 
export-oriented goods-——eg, elec- 


tronic .components—which are | 


often made: for big multinational 

companies. The result is little or 

no increase in regional trade. 
One area in which ASEAN has 


“pressed ahead, however, is mar- 


ket-sharing. This comes in.three 
forms, the most ambitious of 
which is industrial projects (ips). 
These require each member to 
propose a single, state-owned 
project, whose output would be 


sold . at preferential tariffs 
throughout ASEAN. As originally 
envisaged, the host country 


would ‘take a 60% stake in: the 
project, with the others taking 
equal shares of the remaining 







` Customs disunion 


` declared a free-trade zone. The other five countries in ASEAN 







40%. Japan thought the idea 1. 










As long ago as 1971, ASEAN was urged to “take bold steps now”: 
to abandon protectionism and set up a common market between | 
its (then) five member states. Fifteen years on, ASEAN.is still too. 
timid to take those steps. One of the biggest problems is that. 
every country within ASEAN has a different level of protection, 
Indonesia has the highest tariff and non-tariff barriers,’ while: 
Singapore has practically none. Thailand and. the: Philippines. 
have few tariffs; Malaysia and Brunei fewer still. 

Countries in free-trade areas usually. cut tariffs with each 
other but continue to maintain tariff barriers against exports 
from the rest of the world. So, where: there is no common’ 
external tariff, goods enter the area through a low-tariff country 
and are then shipped to others within it with higher tariffs. ; 

One way of preventing this and of encouraging free trade is to 
establish a “customs union”, The idea, proposed by Mr Hans 
Rieger of the Institute of South East Asian Studies in Singa- 
pore, would work like this: Singapore would first have to be. 






















would then create common external tariffs on imports coming 
from outside, but agree to abolish tariffs against each other 
within a limited period. External tariffs would rise, to begin 
with, in Malaysia and Brunei but would fali in Indonesia. 

Singapore could continue to trade freely with the rest of the 
world; goods could go freely within ASEAN’s customs union and 
to Singapore; but those leaving Singapore for other ASEAN 
countries would face a common external tariff if they did not 
meet pre-determined levels of local value-added. Singapore’s 
high labour costs would deter businessmen from setting up 
factories there merely to benefit from its low tariffs. 

How likely is. Mr Rieger's idea to take off? Not. very. It 
difficult to imagine Malaysia agreeing to increase its exter 
tariffs; still harder to imagine Indonesia making a cat. =- 
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FOR YOUR MONEY 


W The Tyndall Bank (Isle 
wolf Man) Limited Sterling 
“Money Account offers expat- 
riate investors really high rates of 
interest, combined with the convenience 
of a cheque book. 

This joint facility was pioneered by Tyndall 
Group's offshore banking arm whose substantial 
presence in the UK money market enables them to pass 
on rates of interest normally only available to major 
investors. 

Interest is paid gross without deduction of tax, and 
credited four times a year - which means an even 
higher return - the current rate equals a healthy 12.55% 
compound annual rate. Statements are issued quarterly. 
Add to this the convenience of your own cheque book - 
which cuts down correspondence, simplifies transfers 
and direct payments, and gives easy access to your 
funds at all times. 

Tyndall Bank (Isle of Man) Limited is licensed under the 
Manx Banking Act. 1975. 

* Rave at time of going to press. 


For full details about the Sterling Money Account and/ 
or FH US dollar Soe send the coupon below. 


"Tyndall Bank (Isle of Man) Limited, 
Dept Econ, PO Box 62, Tyndall House, 
Kensington Road, Douglas, Isle of Man, British Isles, 
Telephone: (0624) 29201 Telex: 628732 


Please send me details of Tyndall Money Accounts 
Sterling G US Dollar 
ri am/am not a customer of Tyndall Bark (Isle of Man) Limited. 
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À hig il. 23630, 1986 
International Exhibition Center, Osaka | [INTEX OSAKA | [INTEK OSAKA] 


Since 1954, Osaka. “has been iéteomnitig a 


business interests from around the world to its 
international trade fairs, so that perhaps millions. 
of people in all walks ‘of business are today 
familiar with the marketing forum provided in 
our city. 

The Osaka International Trade. Fair itself 
accommodates on average over 2000 exhibitors. 
and around a million visitors each time, and 
anticipates greater intensity of activity following 
the recent inauguration of ‘the INTEX OSAKA 
Fairgrounds. 

Here, all can enjoy the benefits ok a venue 
fully equipped with state- of-the-art facilities, and 
fields of interest represented in 1986 will range 
through _ housing, - living ‘concepts, cycling, 
electrical and industrial goods to the special 
feature event, “IMPORT OSAKA ’86”. — 

The 17th Osaka Intemational Trade Fair will 
be a pleasure for busy businessmen! 


fo mere tte ee a : 


H 1-12, Trade i-chome, 
Telex: 526-7660 Q 





















in’s Hotol and President Reagan's Orient Express are ready to race 





Enter the spaceplane 


For 20 years engineers have dreamt of 
building a super-fast aeroplane, one that 
travels many times faster than sound. For 
20 years their design drawings have been 
studied politely, and then pigeonholed. 
The costs and risks entailed in building 
such an aeroplane—known variously as a 
spaceplane, a hypersonic plane, a scram- 
jet or transatmospheric vehicle—looked 
overwhelming. Now engineers are scram- 
bling to blow the dust off their blueprints. 
Politicians have started to smile on 
eplanes. On February 4th President 
gan announced in his state of the 
union message to Congress that America 
would press ahead with what he called “a 
new Orient Express”, an aeroplane capa- 
ble of travelling 25 times faster than 
sound, going into orbit or flying from 
Washington to Tokyo in two hours. On 
the next day, the British government said 
it would spend some £1.5m over two 
years to help British Aerospace and 
Rolls-Royce come up with a “credible 
design” for a spaceplane called Hotol. 
America’s project will quickly dwarf 
Britain’s tiny investment in Hotol. The 
National Aeronautics and Space Admin- 
istration (NASA) and the Pentagon have 
until now spent less than $50m a year 
between them on spaceplane technology. 
Now the White House is expected to ask 
Congress for $200m for the project in 
1987 and for $300m in 1988. It will cost at 
least $2 billion to build a prototype. 
Even so, Britain’s spaceplane stands a 
fair chance of flying first, if only because 
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its aims are less ambitious. British Aero- 
space wants Hotol to take the place of 
simple expendable rockets—its main job 
will be to ferry satellites to space, not 
businessmen to Tokyo. Initially, it will be 
completely unmanned, and its cargo bay 
will be small—just big enough to carry 
seven tonnes or so, the weight of a heavy 
communications satellite. 

The job of America’s spaceplane, on 
the other hand, has yet to be defined. 
Although President Reagan hinted that it 
would serve primarily as a passenger 
craft, many of the craft’s champions 
doubt whether hypersonic transport is a 
commercial proposition. They see the 
spaceplane as a successor to the shuttle, a 
quick-reaction spyplane or even as an 
adjunct to star wars. 

British Aerospace reckons that Hotol 
could launch satellites into low earth orbit 
for a fifth the price of using the shuttle. 
The savings come from three big innova- 
tions. Unlike the shuttle, which jettisons 
its main fuel tank, Hotol will be entirely 
reusable. By taking off horizontally from 
an ordinary runway, the craft will dis- 
pense with the need for expensive launch 
facilities. And by breathing oxygen from 
the air, Hotol will reduce the weight its 
engines need to lift. 

Building an air-breathing engine is the 
crucial part of building a spaceplane. 
Conventional rockets cart liquid hydro- 
gen and oxygen fuel with them when they 
take off. Hydrogen is bulky but light, 
oxygen heavy. So the fuel and the engines 


alone usually make up 80% of the weight 
of a rocket. The shuttle needs more than 
600 tons of liquid oxygen to lift a payload 
of less than 40 tons. Costs would plunge if 
engines could scoop most of the oxygen 
from the air. 

NASA has spent three years testing mod- 
el air-breathing engines called scramjets 
at its Langley research centre in Hamp- 
ton, Virginia. Turbojet engines, which 
use turbines to compress sucked-in air 
and burn it with hydrocarbon fuels, be- 
come too hot when an aircraft flies above 
Mach 3—three times faster than sound. 
Scramjets dispense with the turbines: 
they rely for compression on the shock of 
air moving through the engine at super- 
sonic speed. 

Despite the tests, big problems remain. 
Air flows through the engine so fast that it 
has little time to mix with the fuel and 
burn. NASA thinks one solution might be 
to use hydrogen instead of hydrocarbon 
fuels and spray it in gas form into the air 
stream. Another problem is finding mate- 
rials capable of surviving the high tem- 
peratures within the engine. American 
experts assume that Hotol, too, is based 
on the scramjet idea. It may not be. 
British Aerospace says only that the pro- 
pulsion system, designed in great secrecy 
by Rolls-Royce, is a “novel” combination 
of air-breathing and rocket propulsion. 

Even if British engineers really have 
gained a technical lead, British politicians 
are unlikely to be able to press the 
advantage home without the co-operation 
of Britain’s partners in the European 
Space Agency. But the Agency has al- 
ready decided to extend its range of 
French-designed Ariane rockets, and 
France wants it to build a mini-shuttle, 
called Hermes, to ride on them. Rolls- 
Royce’s secret will have to be pretty 
astonishing to change French minds. 
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Dutch scientists have invented a tech- 
nique to help governments trace oil tank- 
ers that leave polluting slicks in their 
wake. When an aeroplane shines a laser 
beam at the slick, part of the beam’s 
energy is absorbed by the oil and then 
reflected in the form of fluorescent radi- 
ation. Researchers at TNO, Holland's 
Organisation for Applied Scientific Re- 
search, have discovered that every dif- 
ferent type of oil has a fingerprint—a 
unique fluorescent spectrum that can be 
measured and used to hunt down delin- 
quent tankers. 

Spotting oil slicks by using airborne 
scanners to look out for oil’s spectral 
signature is not a new idea. TNO’s tri- 
umph is coming up with a way of identi- 
fying particular kinds of oils. In laborato- 
ry tests, the Dutch scientists exposed 
samples of 42 different oils (22 crudes, 
ten fuel-oils and ten lubricating oils) to a 
certain amount of radiation. When they 
measured the fluorescence of each oil at 
three different wavelengths, the re- 
searchers found that the fluorescent fin- 


Leprosy 


An end in sight 


Why do 15m people still suffer from 
leprosy? Like smallpox, it has no natural 
host except man, and the bacterium that 
causes it was identified more than a 
century ago. Yet the disease has defeated 
all attempts to eradicate it. This defiance 
may soon be over. 

One of the biggest obstacles to eradi- 
cating leprosy is accumulating sufficient 
quantities of the bug to work with. Since 
the bacterium refuses to grow in culture 
in the laboratory, researchers have been 
hard put to invent a test for leprosy, let 
alone to develop a vaccine. 

The discovery in 1972 that armadillos, 
too, can get leprosy eased the scientists’ 
frustration. The World Health Organisa- 
tion (WHO) maintains several armadillo 
colonies, but they are expensive to run. 
Armadillos do not breed in captivity, so 
they must be caught in the wild. When 
they are infected, it takes two years 
before they accumulate a useful amount 
of the slow-growing bacterium. Even 
then, only about three-fifths of those 
infected develop the disease. 

The armadillos have, nevertheless, 
made it possible to develop the first 
leprosy vaccine. It has been tried in 
Venezuela, where 60,000 leprosy contacts 
have been vaccinated. The disease can 
take five to ten years to develop, so the 
lasting effectiveness of the vaccine has yet 
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to be demonstrated. 

Vaccines work by priming the immune 
system to respond to attack. The difficul- 
ty with leprosy is that the people most at 
risk are those whose immune system 
responds in the wrong manner. Patients 
suffering from lepromatous leprosy, the 
most virulent version of the disease, pro- 
duce large amounts of anti-leprosy anti- 
body yet do not activate the white blood 
cells needed to destroy the bacteria. If 
leprosy itself does not stimulate the right 
response in these patients, how much 
better can the vaccine do? 

Some hope comes from a test which 
measures the response of cells to leprosy. 
People who do not respond in the test are 
more likely to get the disease. Research- 
ers have found that if people who respond 
negatively are vaccinated they subse- 
quently respond positively. Better still, 
the vaccine appears to have a therapeutic 
effect. When it is given to patients with 
lepromatous leprosy, it galvanises the 
scavenger cells which, in most people, 
engulf and digest the bacteria. 

Encouraged by these results, the WHO 
and the British Leprosy Relief Associa- 
tion have launched a trial of the vaccine in 
Malawi. The trial is being linked to a 
large epidemiological survey which scien- 
tists hope will help solve the mystery of 
how the disease spreads. 

Even if the present vaccine is effective, 
leprosy bacteria extracted from armadil- 
los could not provide enough of the stuff 
for a global vaccination campaign. Scien- 
tists still hope to find relatives of the 







gerprints were consistent enough to dis- 
tinguish between lubricating oils and 
crudes. Different crudes within catego- 
ries such as Arab, North Sea and Nigeri- 
an could also be told apart. 

One snag is that exposure to sun and 
wind causes lighter compounds in oil 
slicks to evaporate, thereby changing the 
fluorescent spectra of drifting slicks. TNO 
thinks it can get around this by working 
out the relative evaporation rates of the 
oil’s ingredients and extrapolating back- 
wards. If they spot slicks early enough, 
oil detectives will be able to establish 
when the oil was dumped and match the 
information with information on ship- 
ping movements. That promises to make 
it much harder for tanker captains to 
dump oil without fear of detection. 

The Dutch government already has a 
special aircraft equipped with infra-red 
and multispectral scanners to detect oil ~~ 
spills in the North Sea. Mr Cornelis 
Smorenburg, who led the TNO research, 
claims that once the new technique is 
coupled with further verification at sea, 
governments will have the technical evi- 
dence they need to press charges against 
dump-and-run polluting tankers—if, of 
course, they want to. 






























leprosy bug that will grow in culture. BCG 
is one candidate; India has another which 
it plans to test this year. 

The eventual solution is likely to come 
from biotechnology. In 1985, Dr Richard 
Young and his colleagues at the Mass- 
achusetts Institute of Technology report- 
ed they had transferred all the 5,000 
genes of the leprosy bacterium into 
E.coli, biologists’ tamest bugs. There 
they can be churned out easily in large 
quantities. The MIT team’s approach was 
to chop up the DNA of the leprosy bacteri- 
um at random and slot the indivi 
pieces into a virus that infects E.coli. 
E.coli can then be grown as individual 
clones of cells, each containing a different 
piece of leprosy DNA. Some of these 
clones will make leprosy proteins. 

The next job is to identify those pro- 
teins which could form the basis of a 
vaccine. Dr Young has already found five 
that are recognised by anti-leprosy anti- 
bodies. One may also be able to stimulate 
the white blood cells that are crucial for 
protection. But such a vaccine could still 
be a few years away. 


Plastics 


Demonopoliser 


The first plant in the world to turn natural 
gas into petrol opens in Motunui, New 
Zealand, this month. It is owned jointly 
by the New Zealand government and 
Mobil Oil. In commissioning the plant in 
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_ SCIENCE AND TECHNOLOGY 
~ 1982, they did not expect it to come on 
= stream just when oil prices were tum- 
bling. Nor did they expect the plant to 
_ Shake up the specialty-chemical industry. 
~ The chances are that it will. 
5 Mobil’s conversion process creates a 
byproduct called durene which is all that 
= İş needed to make pyromellitic dianhy- 
= dride (PMDA), a tough, heat-resistant 

__ plastic. At present, America’s Du Pont is 
the only commercial manufacturer of 
= ` PMDA, which sells for between $15,000 
and $30,000 a tonne. Du Pont has exclu- 

sive access to the 1,000 tonnes of durene 
_ produced each year by the Koch Chemi- 

cal Company. Koch’s worldwide durene 
= monopoly will end when the Motunui 

~ plant starts churning out 35,000 tonnes a 
~ year for—optimists predict—as little as a 
= tenth of the price. 
ie Du Pont uses PMDA as the raw material 
= for such polyimide resins as Kapton and 

___ Vespel. Kapton is a plastic film that does 
= not burn. It is used to coat electrical 

wiring (eg, in Europe’s Airbus and Lon- 
-don’s underground trains) and, thanks to 
___ its low electrical conductivity, as a flexible 
~ surface on which to print computer cir- 
= Cuitry. Vespel is a rigid plastic used for 
precision parts (eg, the bearings in the 
-© Rolls-Royce RB211 jet engine) which must 
x resist wear at high temperatures, some- 
times without lubrication. 

nA Polyimide resins have remarkable 
-~ properties: resistance to chemical and 
-radiation attack, strength, low flammabil- 
_ ity, good insulation and performance 
Over a wide temperature range (—250°C 
_ to 480°C for Vespel). At present, their 
= Cost rules them out for many routine 
applications. That will change if the New 
Zealand plant decimates the price of 
= PMDA. One obvious application is to use 
= the plastic to make non-inflammable 
= aeroplane interiors. 

Even so, new applications for polyi- 
mides are unlikely by themselves to ab- 
= sorb all the extra PMDA being produced. 
The New Zealand government reckons 
= that the lower price will also make it 
= worth using PMDA as an additive that can 
= boost the performance of bulk plastics, a 
= much larger market than the specialty 

plastics. 
= _ Ideas include using the stuff as a plasti- 
~ _ciser, to make bulk plastic more flexible 

_ without deforming it. Used as an addi- 

= tive, PMDA could stop vinyl car seats from 

_ cracking in hot climates as the plasticiser 
= evaporates. Heat-resistant PMDA plastics 

could be used to make floppy disks that 

store more information. PMDA could also 
~ bẹ added to a bulk plastic as a cross- 
= linking agent. This makes the plastic 
=~ harder and better able to resist solvents 
and high temperatures—fibreglass is 
= made this way. 
$ Cheap additives for plastics already 
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exist. Amoco’s trimellitic dianhydride 
(TMA) sells for about $2,000 a tonne.. The 
makers of such additives will be in trouble 
only if Motunui cuts the cost of producing 
PMDA by 90% or so. Competitors take 
comfort from the fact that producing 
PMDA on such a large scale has never been 
tried before. But nor has a synthetic 
petrol plant from which the durene will 
come—and Motunui was built on time 
and under budget. 


Garlic 
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Not to be sniffed at 


The world grows over 2 billion kilos of 
garlic a year, which works out at about 
half a clove a person a day. But forget 
escargots and vampires: it is garlic health 
products that are going down a treat. A 
Japanese “‘deodorised” garlic prepara- 
tion, launched in America in 1982, 
achieved sales of $20m a year within two 
years. Britons, who are popularly sup- 
posed to dislike garlic in food, swallow 
about 300 million capsules of garlic oil a 
year. America trebled its garlic output 
between 1980 and 1982. Even the phar- 
maceutical industry is taking a cautious 
sniff. 

Garlic medicines have existed in Eu- 
rope for most of this century. Britain 
allows manufacturers of garlic-oil cap- 
sules to claim that small doses are a “safe 
internal antiseptic and of value in treating 
the symptoms of colds and influenza”. 
Garlic has two main uses for medicine: 
first, as an antibiotic, antiseptic and anti- 
fungal agent; second, as a counter to 
blood clotting. 

In 1858, Louis Pasteur demonstrated 
garlic’s prowess as an antibiotic by using 
garlic juice to kill bacteria in culture 
dishes. Fresh garlic seems to work against 
a host of bugs, including those that cause 
chest, throat, stomach and skin infec- 
tions. Like such early antibiotics as peni- 
cillin and “sulpha drugs”, garlic works 
because of its sulphur-containing com- 


Did she take the tablets? 





pounds. It lowers blood cholesterol, re- 
duces the amount of fats the body pro- 
duces, and acts as a diuretic. 

Garlic also works against fungal infec- 
tions, which cause athlete’s foot and other 
skin irritations as well more serious com- 
plaints such as vaginitis and candidiasis. 
Experiments at Oklahoma University 
suggest that garlic is as effective—at least 
in the laboratory—as modern antifungal 
drugs. Dr Neil Caporaso and his col- 
leagues at New Jersey Medical University 
have found that the blood of people who 
take a high dose (two or three teaspoons a 
day) can kill infecting fungus. Garlic is 
unlikely to unseat modern antibiotics and 
antifungals. But, say its champions, it is 
safe and it does not produce resistant 
bacteria. That makes it a potential substi- 
tute for strong drugs in several mild or 
recurring complaints. 

Garlic’s second big attraction is thi 
even low doses of, say, half a raw clove a 
day, appear to have a measurable thin- 
ning effect on the blood. Hence the 
interest of the pharmaceutical industry in 
garlic’s ability to prevent embolisms (in- 
ternal blood clotting). 

In America, two groups of scientists are 
racing to produce a chemical drug based 
on garlic constituents. One, from the 
State University of New York at Albany, 
is working on a chemical known as 
ajoene, which has proved a more potent 
anti-clotting agent than aspirin. Scientists 
at Washington University are working 
with a compound called methyl allyl 
trisulphide. 

Despite the excitement, nobody is yet 
certain how garlic gets its medicinal prop- 
erties. Garlic is rich in a unique, flavour- 
less, sulphur-containing amino acid called 
alliin. When garlic is crushed, natural 
catalysis converts the alliin to allici 
which has a strong smell and taste. Allic 
is unstable, and decays to form even more 
malodorous sulphides which are the main 
components of garlic oil. If allicin is 
indeed the principal effective ingredient 
of garlic, then crushed, fresh garlic is 
probably best for you. 

The best-selling garlic-health product 
in Europe is steam-distilled oil of garlic, 
encapsulated in gelatine with a vegetable- 
oil filler. It may be that most users of 
garlic-oil preparations are taking doses 
that are too small. The makers of the 
most popular brand in Britain are forbid- 
den by their licence to recommend more 
than 2mg of garlic oil a day—a fifth the 
amount some researchers recommend. 
And stink-shy Americans keen on the 
deodorised garlic may be wasting their 
money. The effective components of gar- 
lic are the smelly ones. No evidence has 
been produced for the medicinal effec- 
tiveness of deodorised garlic. Natural 
remedies may require natural smells. 
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Much to be modest about 


CLEMENT ATTLEE: A Political 
Biography 

By Trevor Burridge. 

Jonathan Cape. 401 pages. £20. 


‘ ent Attlee was quick to establish his 
l z persona. As early as 1919, when he 
was mayor of Limehouse, a local newspa- 
per noted that his comments from the 
chair were “intensely concentrated, al- 
most curt, like the slamming of a railway 
carriage door”. Thirty years later, by 
which time Attlee was prime minister, a 
Labour backbencher claimed that talking 
to Clem was “like throwing biscuits to a 
dog—and a damned hungry dog at that”. 
His silences were, if anything, harder to 
bear than his clipped, monosyllabic 
utterances. 

Professor Burridge, in his new biogra- 
phy, observes that, just as Disraeli used 
to be known as the Asian mystery, so 
Attlee was fated to be known as “the 
English mystery”. How could somebody 
so seemingly insignificant lead the La- 
bour Party for 30 years, the British people 
for six? The last of the photographs 
reprinted in this volume shows Attlee’s 
statue in the House of Commons being 
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unveiled by four subsequent prime minis- 
ters, Wilson, Heath, Callaghan and 
Thatcher, all far more assertive than 
Clem, none, with the possible exception 
(who can yet know?) of Mrs Thatcher, 
nearly so successful. 

What explains the mystery? Mr Bur- 
ridge rightly claims that the question 
always was—and still is—wrongly posed: 
there never was any mystery. There were 
no loose ends in Attlee’s life; he was 
exactly what he seemed. He puzzled his 
compatriots precisely because he was so 
much like a composite of the better parts 
of themselves. 

He had, to begin with, the self-confi- 
dence and self-containment born of a 
secure, happy childhood and a loving, 
undemanding family. He knew who he 
was; his wife believed (in her own words) 
that he was “the best man in the world”. 
He was modest, to be sure, but his was 
the modesty not of self-doubt but of an 
accurate and oddly disinterested reading 
of his own strengths and limitations. He 
could dominate others partly because he 
did not have to begin by dominating 
himself. He had that rare commodity in 
politics—an integrated personality. 

Having it, he found it natural to be 
loyal. The world had not done him any 
harm. Why should he do harm to others? 
The fact that other politicians—Hugh 
Dalton, Stafford Cripps, Herbert Morri- 
son above all—were not equally disposed 
to be loyal to him does not seem to have 
perturbed him unduly. He was not ambi- 
tious for himself, and anyway he was not 
interested in the minutiae of personal 
motives and relationships. His loyalties 
were sometimes to people, like Ernest 
Bevin, but much more often to causes, 
like his personal version of liberal social- 
reformism, which he labelled ‘‘social- 
ism”, or to institutions, like the Labour 
Party, in which he seems to have had total 
faith. Most of his fellow politicians, sens- 
ing these larger loyalties, trusted him. 

In addition to self-confidence and mor- 
al convictions, Attlee had a strong consti- 
tution, an almost infinite capacity for 
work and a practical political intelligence 
that told him when to act, and when not 
to, and who could be pushed how far. 
Had he not been in hospital, Aneurin 
Bevan and Harold Wilson would proba- 
bly not have resigned in 1951. It is hard to 
imagine Attlee allowing a Michael Hesel- 
tine to storm out of his cabinet. 

All of this emerges from this biogra- 
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phy, if sometimes between the lines. The 
author, using quantities of official papers 
not exploited before, is strongest on Att- 
lee’s contributions to the wartime cabinet 
of Winston Churchill (most of the stories 
about Labour politicians, led by Attlee, 
working together to dictate the terms of 
postwar reconstruction turn out to be 
true) and to the building of Britain’s 
atomic bomb (which Attlee wanted chief- 
ly to give the old country a measure of 
independence from America). An ex- 
tended passage on how Attlee went about 
the job of being prime minister is convine- 
ing and politically astute. 

Unfortunately, “Clement Attlee” was 
three-quarters complete when Kenneth 
Harris’s fuller, more personal (and much 
better written) biography appeared in 
1982; and, although Professor Burridge 
protests that his aims are different from 
Mr Harris’s, the new book suffers by 
comparison. Too much of it is devoted to 
Attlee’s times, not enough to his life, and 
a lengthy exposition of Attlee’s political 
ideas serves only to underline how com- 
monplace they were. Attlee was a good 
man and a profoundly influential one. 
But this book is a reminder that, as a 
person, he was not only not mysterious: 
he was not in the end terribly interesting. 


Genocide 


THE HOLOCAUST: The Jewish 
Tragedy 

By Martin Gilbert. 

Collins. 959 pages. £17.50. 


The German invasion of Russia in June 
1941 marked the beginning of the attempt 
to exterminate the Jews. After Operation 
Barbarossa a policy of persecution and 
murder turned into one of deliberate 
genocide. Whereas the Jews in Eastern 
and Western Europe were to be mur- 
dered in concentration camps, those in 
the isolated towns and villages of occu- 
pied Russia were usually taken out and 
shot. The statistics are, as always, difficult 
to take in. Martin Gilbert records that on 
October 23 1941 in Odessa, “nineteen 
thousand Jews were assembled into a 
square near the port, which was sur- 
rounded by a wooden fence; they were 
sprayed with gasoline and burnt alive.” In 
two days in September 1941, 33,771 Jews 
were murdered at Babi Yar, according to 
the Germans’ meticulously kept statistics. 

Writing about events like these in a 
society in which civilised values have been 
restored poses its own problems. Mass 
murder and acts of insane sadism can 
quickly take on an air of unreality. Martin 
Gilbert, one of Britain’s leading histori- 
ans, is aware of the problem. As he 
writes, “statistics can dull the mind and 
examples numb it.” His solution is to fill 
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his account of the Holocaust with the 
personal tragedies of the victims, restor- 
ing the humanity to those whom the Nazis 
reduced to statistics. Drawing upon the 
copious records left by the Jews and the 
recollections of survivors, he tells stories 
like that of Eric Lucas. Lucas escaped 
from Germany as a child in 1938, but his 
parents were not allowed to accompany 
him. Their desperate search to find a 
country of refuge ended when war broke 
out and they were trapped in Germany. 
His mother wrote to him: “We have 
waited in vain. We shall never see you 
again. . . Was there no space in the whole 
wide world for us two old people?” 

As the Holocaust gathered momen- 
tum, Jews reacted in different ways. The 
majority, isolated and deliberately misled 
by the Germans, remained ignorant of 
the fate of their people until too late. 
Many could not believe the fragmentary 
evidence that became available. When 
the full horror of what was going on 
became apparent, two reactions stood 
out. One of the strongest instincts was 
simply to record what was happening. 
The last words of the historian, Simon 
Dubnov, murdered in Riga in 1941, were: 
“write and record”. 

Another reaction was to fight back. Mr 
Gilbert makes it clear that the traditional 
picture of the Jews passively succumbing 
to their fate is mistaken. Acts of resis- 
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Restoring humanity to statistics 


tance ranged from large-scale revolts, like 
the Warsaw ghetto uprising, to instances 
of individuals hurling themselves un- 
armed at their captors. Many groups 
escaped from the ghettos to fight as 
partisans in the forests of eastern Europe, 
struggling, as one man bitterly wrote, to 
win their “three lines in the history 
books”. But all resistance was fraught. 
The Germans had military superiority 
and no hesitation in using savage reprisals 
to quell the Jews, punishing solitary acts 
of resistance with the murder of hun- 
dreds. The Jews did resist but, as Mr 
Gilbert writes: “It was resistance by an 
army without arms, by an army of the old 
and sick, and the frail and the young. . .” 

“The Holocaust”, as a narrative ac- 
count of attempted genocide, makes little 
attempt to understand the perpetrators. 
The omission is certainly deliberate and 
probably wise. Such matters are best left 
to the philosophers and the psychologists. 


Not quite in a nutshell 


AHISTORY OF THE THEATRE 
By Glynne Wickham. 
Phaidon. 264 pages. £25. 


Theatre, says Professor Glynne Wick- 
ham, in this often wise, informative and 
richly illustrated history, is the most 
“dangerous” of the arts—able, it is true, 
to please both prince and commoner and 
to affirm communal values and national 
identities, but all too often liable to 
arouse the suspicion, and at times the 
wrath, of secular and religious authorities 
as time-wasting, disruptive and even so- 
cially and spiritually subversive. It is also, 
one might add, a dangerous art of which 
to attempt a one-volume overview. 
Theatre is so culturally diverse that it 
resists being neatly encompassed, no mat- 
ter how encyclopedically informed the 
historian. How, for example, can the 
historian hope to find a persuasive 
through-line that will draw together into a 
coherent narrative such disparate mani- 
festations of the theatrical impulse as, 


say, primitive ritual and shamanic trance, 
the play marathons of ancient Greece, 
Japanese noh, canine and equestrian 
melodrama, baroque court masques, sce- 
nically bare or elaborately upholstered 
productions of Shakespeare, kathakali, 
and the mime, dance and acrobatics of 
street and fair-ground? Again, what 
chance has he in a short space adequately 
to address the many elements that com- 
prise theatre—stages and auditoria, act- 
ing, costume, scenic decoration, lighting, 
stage mechanics and play texts? Inevita- 
bly the historian is forced to make drastic 
contractions, and these in turn can lead to 
important omissions and misleading 
simplifications. 

Few have brought to the task of writing 
a short account of theatre the experience, 
enthusiasm and erudition of Glynne 
Wickham, long professor of drama at the 
University of Bristol, and an ac 
plished stage practitioner as well us a 
distinguished theatre historian. It is a 
measure of his authority in many fields 
that he has written here a richly reward- 
ing survey of theatre from its origins to 
the present day. 

It cannot be said, however, that he has 
surmounted all the obstacles. For a start, 
this history focuses almost wholly on 
Western developments: the theatres of 
India, China, Japan and South East Asia 
are parcelled together in one short chap- 
ter, prefaced by an even briefer account 
of theatre’s ritual beginnings. The ratio- 
nale for this approach is that much orien- 
tal theatre is rooted in traditions of dance- 
drama, from which the theatre of the 
West is seen to have turned away towards 
language as a more flexible, expressive 
and communicative means. The strategy 
clears the way for a reasonably coherent 
narrative, from Thespis and Aesch*5 
through to Grotowski and the conte - 
rary avant-garde. But it leaves the reaaer 
with the impression, however unintend- 
ed, that the only really important theatre 
of the past 2,000 years has been Western 
theatre. Again, notwithstanding the pro- 
claimed primacy of the art of the actor, it 
is the theatre of dramatists and formal 
play texts that tends here to bulk large. 
The book is concerned chiefly with the 
dominant dramatic culture of the aristo- 
cratic and bourgeois elites, only occasion- 
ally glancing at popular forms. 

The author's implied preference for 
playwright’s theatre may in part account 
for the inadequacies of what is, perhaps, 
his weakest section, that on the Italian 
improvised comedy, the commedia dell’ 
arte. Blunders occur; little consideration 
is given to some of the most teasing 
problems posed by the companies of the 
commedia dell’arte, like the presence in 
their repertoires of scripted drama, the 
nature of their improvisation, and the 
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importance to them of halls and rooms as 
performance places. Nor is the tricky 
question of the extent to which the com- 
media can be called a “popular” form 
addressed. 

In some other areas of European stage- 
craft the author is similarly less than sure- 
footed: for example, his account of devel- 
opments in Renaissance Italy. Here and 
there, specialists will question certain 
judgments. Not all will agree that Sene- 
ca’s plays were written for reading rather 
than for performance. Given the popular- 
ity of drama at the Caroline court, and 
the development at Whitehall of a school 
of courtier playwrights, how reasonable is 
it to assert that Charles I and Henrietta 
Maria preferred court masques to stage 
plays? It might be argued that it was 
Watteau’s paintings that provided a the- 

ral style for the tone of Marivaux’s 

's, rather than the other way about as 
xnynne Wickham would have it. Charles 
Macklin is said to have “restored tragic 
dignity” to Shakespeare’s Shylock, but 
how much dignity had the part been 
invested with before Macklin first played 
it in 1741? It could be said that the author 
has not given sufficient space to the 
eighteenth century, that watershed be- 
tween aristocratic and bourgeois theatre, 
while his treatment of late nineteenth- 
and twentieth-century movements (Sym- 
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bolism, Expressionism, Futurism and so 
on) is so compact as to be only superficial- 
ly informative. 

Yet the occasional deficiencies of this 
history are outweighed by its many vir- 
tues. Few areas it touches are unillumi- 





Macklin played Shylock with dignity 


nated. The prose is sharp, witty and 
succinct. As one might expect, Professor 
Wickham is most informative in those 
fields he has made his own: medieval, 
Tudor and Stuart theatre. His outline of 
the emergence and development of the 
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Elizabethan drama is a model of brevity 
and perception. Outstanding, too, is the 
manner in which he traces the various 
manifestations of theatre in the “dark 
ages”. Here the available evidence is 
fragmentary and plagued with interpreta- 
tive difficulties, yet he is always alert to 
possible breaks and continuities, as else- 
where he is to the multiple influences that 
go into the shaping of significant new 
directions in theatre. Nor does he take a 
narrow view. The account of Renaissance 
and baroque developments, for example, 
is the more valuable in that it includes 
reference to “musical’’ as well as 
“straight” theatre, and dance is accorded 
its proper importance throughout. A fur- 
ther, notable feature is the way changes in 
the acting and stage presentation of 
Shakespeare in Britain and the United 
States, and on the European continent, 
are given appropriately prominent place. 

This is a most valuable short history, 
and a worthy Phaidon companion volume 
to Ernst Gombrich’s “The Story of Art”. 
The text is packed with much hard fact 
and many provocative ideas. It is accom- 
panied by a wide-ranging selection of 
often unfamiliar illustrations, some in 
colour, and all captioned with a detail 
that usefully supplements the narrative. 
Each section is prefaced by a table of key 
data, making the book a handy work for 
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quick reference. Highly readable, intel- 
lectually incisive, and written out of a 
profound enthusiasm and respect for its 
subject, this book should have a wide 
appeal to the student and general reader. 


Sadler’s Wells Theatre 


Running dry? 


Nine months after the announcement of 
its £7m programme of refurbishment and 
expansion, Sadler's Wells Theatre pre- 
sented not a bouncing ballet but an ulti- 
matum. Unless the money that the Great- 
er London Council had given the theatre 
each year could be found from another 
source (the GLC comes to an end on 
March 31st), Sadler’s Wells would close. 
The theatre had until February 14th to 
find a solution. With only days to go, the 
Arts Council, which had appeared to be 
sticking to its policy of supporting “artists 
rather than buildings”, was jogged into 
action, What, said Sir William Rees- 
Mogg, who runs the Arts Council, if we 
gave a bigger handout to the four main 
companies that use the theatre—Sadler’s 
Wells Royal Ballet, New Sadler's Wells 
Opera, Ballet Rambert and London Con- 
temporary Dance Theatre? Could they 
not then pay the theatre a higher rent? 
Thanks a little, said Sadler’s Wells, but 
there is still a big gap to close. 

The threat to “the Wells” has brought 
to the surface many of the conflicts affect- 
ing the arts in Britain. At a benefit for 
Sadler's Wells on February 9th, Dame 
Ninette de Valois, founder of the Royal 
Ballet, called for a national trust to save 
British theatres. In fact, such a body 
already exists. The low-profile Theatres 
Trust, running on a measly government 





Springs eternal 


If Richard Sadler had not been born, 
none of the present fuss over Sadler's 
Wells Theatre would be happening. He 
recognised the commercial potential of 
the wells in Islington (né Yseldon—place 
of springs) and in 1683 opened a music 
house to exploit the crowds who came to 
take the waters, The motley entertain- 
ments provided for these crowds, includ- 
ing the “Hibernian Cannibal”, whose act 
consisted of eating a live cockerel, were 
refined under the ownership of Thomas 
Rosoman, who eventually rebuilt the 
theatre in brick in 1764. 

Sadler’s Wells changed hands and for- 
tunes many times. Under Charles Dib- 
din’s management from 1802, the Wells 
saw the famous clown, Joseph Grimaldi, 
and thrilled to “aqua shows’, where 
dramas took place in a tank of water, 90 
by 24 feet (although Dibdin had to call in 





stipend of £11,000, has powers to save 
theatre buildings from demolition but 
cannot prevent them from standing emp- 
ty. Too often theatres are allowed to “go 
dark”, their historical significance and 
their place in the scheme of performing 
arts ignored. Despite a shortage of the- 
atres in London’s West End, for example, 
where new productions are left queuing 
for months for a home, the Lyceum is still 
dark. Many people would like to see it 
returned to live theatrical use, but its 
future is uncertain. 

In the field of dance, particularly, Lon- 
don is in danger of becoming embarrass- 
ingly parochial: the Royal Ballet, sharing 
the Opera House, Covent Garden, with 
the opera company, is allotted too few 
performance days, and the dearth of 
Suitable theatres discourages leading 
overseas ballet and modern-dance com- 
panies from coming to London. If 
Sadler’s Wells were to close, London 
would lose the principal theatre where 
touring dance companies perform. The 
Coliseum, London's best dance stage, is 
occupied by English National Opera for 
most of the year, and oversubscribed in 
the few summer weeks when it is avail- 
able to touring dance companies. The 
cavernous Dominion is more suitable for 
pop-concerts than for the ballet compa- 
nies it sometimes plays host to, 

The fate of Sadler's Wells has also 
rekindled the resentment that many in 
Britain’s subsidised theatre feel for the 
Arts Council, which had been criticised 
for putting the government’s case to art- 
ists rather than pleading the artists’ case 
with the government. The Arts Council is 
faced with the hapless task of apportion- 
ing limited resources to areas where 
needs increase rapidly: the £267,000 re- 
quired to save Sadler’s Wells is not much, 


the police to discourage members of the 
audience from jumping in for a swim). 

Samuel Phelps instituted a higher- 
brow repertoire at Sadler’s Wells after 
the Theatres Act of 1843 broke the 
“Theatres Royal” monopoly on drama; 
but later managements reintroduced va- 
riety and melodrama. After a spell as a 
picture palace, the theatre closed in 
1915. Lilian Baylis rebuilt and reopened 
it in 1931, and ran both the Old Vic and 
the Wells until her death, alternating 
drama and opera between both. She 
allowed Ninette de Valois, who had led 
the opera’s dance troupe since 1926, to 
put on evenings of ballet. 

From these beginnings grew the Eng- 
lish National Opera company and the 
Royal Ballet: Benjamin Britten’s “Peter 
Grimes” received its world premiere at 
Sadler's Wells in 1945; Alicia Markova, 
Anton Dolin, Robert Helpmann, Mar- 
got Fonteyn and many others jetéed to 
fame on its stage. 





Ninette of the Wells—a call for action 


but the abolition of the metropolitan 
councils threatens not only Sadler’s Wells 
but Liverpool's Empire and its Philhar- 
monic Hall, the Theatre Royal, Newcas- 
tle, and the Sunderland Empire. 

A 1984 Arts Council report represents 
dance companies as the impoverished 
gentlefolk of the arts world. Although 
ballet is regarded by sponsors with less 
Suspicion than, say, modern drama, it is 
still less attractive to sponsors than the 
opera, described as “an acceptable s 
activity for the well-to-do”. The Weus 
draws around 4% of its income from 
corporate sponsorship and about 10% 
from the GLC and other public sources. 

The report, “The Turn of Dance?”, 
which was commissioned to determine 
the feasibility of establishing a national 
dance house to match the national opera 
and theatre establishments, was never 
adopted, but the redevelopment of 
Sadler's Wells was designed to fill some of 
the identified needs of a “dance house”. 

The Wells is no beauty. Its stage has 
poorish sightlines and the front-of-house 
facilities are inadequate. A studio theatre 
has been halfway built with a grant of 
£502,000 from the GLC, the first sign of 
the redevelopment. 

Sadler's Wells receives several compa- 
nies regularly; its closure would hit its 
resident companies hardest. Sadler's 
Wells Royal Ballet, the Royal Ballet’s 
touring division, has achieved far higher 
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storage space is all in the t eatre, and its 
London. seasons are at the Wells. For 
` dancers, the company often. serves as a 
< proving ground for the first division (in 
` Covent Garden), offering the chance of 
“London appearances to young 
“performers. 

New Sadler’s. Wells Opera, which of- 
fers similar opportunities to young singers 
and exists.on its box-office takings and 
corporate sponsorship alone, would have 
to close with the theatre. 









































ROME 


$ hill the Pincio, and. where the 
/ is better than. the cuisine. That 
graceful building was in fact designed by 
Giuseppe Valadier (1762-1839) as a mess 
< hall for military officers, allowing them to 
observe all Rome from its veranda. Other 
‘tourists and some Romans may also-know 
_ that below the Casina lies Rome's most 
beautiful modern square, the Piazza del 
Popolo, which Valadier designed in 1811. 
As everybody coming to Rome from the 
north entered through the Porta del Po- 
_ polo, the piazza thev encountered, after 
passing through the gate, gave the city a 
worthy vestibule. 
The piazza, with its 3,500-year-old 
Egyptian obelisk, its fountains and ter- 
 aced walks, is Valadier’s principal gift to 
his ‘native city. (His grandfather came to 
Rome from Languedoc, hence the French 
name.) It is used today as a car park, but 
that can-be only a transitory insult. Still, 
not. much more about Valadier was 
known. until a recent exhibition, held in 
Rome’s Calcografia building: (which, he 
designed), showed some of his engravings 
and many sketches that he made in three 
notebooks, newly ‘unearthed, and cata- 
logued by Rome. university’s Elisa 
Debenedetti. 
‘aladier’s. father, Luigi, began as a 
rsmith. and eventually had Rome's 
best foundry. His biggest commission was 
to design and cast the great bell that is 
art of St Peter’s facade. Giuseppe in- 
nded to become an architect and was 
working on additions to Spoleto’s cathe- 
dral when his. father, for reasons un- 
< known, committed suicide by- jumping 
into the Tiber in 1785. The son completed 
the work on the decorations on the great 
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bell. The next year it-was slowly trans- 
ported across Rome, stopping en route to 
be tolled for the delight of each neigh- 
bourhood, at last being hung and papally 
blessed. Pope Pius VI then named Vala- 
dier his court architect at the age of 25. 

In those days before specialisation, a 
court architect was expected to do every- 
thing, from putting up a temporary trium- 
phal arch or a victory column. on the 
Capitoline ‘hill for the state visit of a 
Catholic ruler, to excavating around the 
Trajan column, to. designing the- two 
clocks for St Peter’s, to arranging a fire- 
works display for the pope’s name-day. It 
was Valadier who built the new buttress 
wall that may have saved the Colosseum 
from falling, and the Arch of Titus (com- 
memorating the Roman seizure of Jerusa- 
lem from the Egyptians. and its destruc- 
tion, in 70AD) still stands thanks . to 
Valadier’s restoration—a profession not 
at that time formally invented. Perhaps 
he saw what later centuries would require 
of restorers, and sketched the arch “‘be- 
fore” and “after”. 

Valadier’s first papal patron was exiled 
to France but when his successor returned 
to Rome he was still in favour. During the 
Napoleonic occupation, Valadier might 
have fared even better had it lasted long- 
er, but Rome would also have been quite 






different. Valadier did everybody a fa-. 


vour by laying-out the Pincio Gardens, 
which were called Le Jardin du Grand 
César, meaning Napoleon. Valadier was 
also asked in 1811 to draw up plans for the 
demolition of the Campidoglio (the 
square atop the Capitoline Hill.designed 
by Michelangelo), where Bonaparte’s 


Hi Boccalino, a wind-swept and faintly 
shabby wine bar on the seafront of St 
Leonards, leads a double life. As the 
soup course is cleared, the lights sudden- 
ly dim, a pianist flexes his fingers and 
turns himself into a one-man orchestra. 
In a flash, the premises assume the 
character of an elegant salon in nine- 
teenth- -century Rome. The first act of 
“Don Pasquale” is under way. 

The experience must be unique: For 
the past three years, the baritone, Mi- 
chael Maurel, and his producer wife, 
Brenda Stanley, have turned their backs 
on Covent Garden and staged opera ọn a 
shoestring in Sussex. For £11 a head,.45 
people can sit close together on hard 
green chairs, eat a three-course dinner 
and listen to lusty singers who would not 
seem out of place in a large opera house. 
By comparison, Glyndebourne is as vast 
as the Albert Hall. At Il Boccalino, the 
singing is often. better than the grub. 

Soon it will change. I Boccalino is to 
expand into ‘the old Market Hall at 























was even put in charge of the crating of. 
about 100 art treasures that were shipped. 
to Paris. Thanks to the good offices of 
Europe’s most. famous sculptor of the 
time, Antonio Canova, most of them’ 
were eventually returned to Rome. When: 
Canova died in his Venetian home, Vala- 
dier built an elaborate cenotaph of plas- 

ter, that was. placed in Rome’s Church of 

the Holy Apostles (whose facade was by 

Valadier) for a requiem mass. From a 

painting, the cenotaph, which is topped 

with a larger-than-life statue, would make 

a better tomb for Canova than the one he 

got in Venice, based on his own designs 

for Titian’s tomb, 

The sacred edifice that Valadier was 
most proud of was the small church of San 
Giuliano in Banchi. It was demolished at 
the beginning of this century, when the | 
Tiber embankment roads were built, 
Valadier lighthouse, on the Tiber not rax: 
from his Piazza del Popolo, was cleared 
away in 1901, but by that, time the Tiber 
was no longer commercially navigable. 

Valadier’s ‘sketches. were rather like 
memoranda: in’ his. three notebooks. 
There: are dozens of ideas for rococo 
coffee-houses, public baths and foun- 
tains. He drew more designs for future 
triumphal arches than Europe then had 
kings or emperors likely to merit them. 
He wanted to give Rome.a public garden 
stretching from the Piazza del Popolo to, 
the Ponte Milvio, and what a blessing that 
would have been in this almost tree-less 
city. Perhaps: he could be called the first 
urban planner, though too many Valadier 
plans remained only in his sketchbooks. 


Dinner with Donizetti | | 









Hastings, where the Maurels plan to 
offer more drama, more concerts and 
even more operas. The food, they prom- 
ise, will be optional and better and the 
seats still cheap—and probably hard. 
What: must not be lost is the happy 
combination of musical excellence: and 
convivial informality. Opera need not be 
d ; 
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remarkable graphical train schedule, drawn in 188 5 by the French 
irey, shows the trains running between Paris and Lyon, 
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Trains going from Lyon to Paris are indicated by diagonals running from 
the lower left to the upper right. Steeper lines indicate faster train 

example, the first of the day leaves When a train stops at a station, the line is horizontal during the time. of | 
orner) and arrives: in Lyon 13 hours later. the stop. When two trains pass one another, the lines on the g 












now makes the journey in 3 hours.) The train schedule cross. Graphical schedules are currently used in Japa Or. 
r left to lower right show all trains going managing the day-to-day operations of the Shinkansen (the bullet train) 
puo s and by New Jersey Transit. : i 


Visual Display of Quantitative Information 
EDWARD R. TUFTE 
“Original, beautifully presented, sharp and learned, this book is a work of art. The art here 
isa cognitive art, the graphic display of relations and empirical data.” SCIENTIFIC AMERICAN 





“A visual Strunk and White.” BOSTON GLOBE 
“THE visual style book.” CO-EVOLUTION QUARTERLY 


“A truly splendid volume...so much care in its writing, illustration, typography, and production. 
It is among the best books you will ever see.” DATAMATION 
i “This beautifully produced book is a lucid labor of love and a quietly passionate plea for the good 
and ethical design of information... The overall intention and power of the book is stunning. 
A classic, as beautiful physically as it is intellectually.” OPTICAL ENGINEERING 


“A brilliant book, advocating heresy on almost every page.... Even more than a landmark book... 
a declaration of independence from the dual tyrannies of production and design.” CARTOGRAPHICA 





250 illustrations, including many of the most sophisticated and beautiful graphics, maps, and 
_ charts ever drawn. Color, clothbound, exquisitely printed. Moneyback guarantee. $32 (£24) post- 
paid. Two or more copies, $27 (£21) postpaid. 


Graphics Press Box 430 Cheshire, Connecticut 06410 USA 
Graphics Press UK P.O. Box 8 Godalming Surrey GU7 3HB 













‘COURSES 





À ; ° ° 
; Drowning in Data? 
information, whether in the form of management 
_ reports, financial accounts or marketing data is flooding 
into organisations. More and more managers are being 
: jntrodticed to information systems, perhaps through the 
acquisition of a microcomputer. Their experiences are 
_ hot always happy ones. Their problems are those of 
handling information as well as machines. 
‘Coping with Information’ is a programme designed to 
~ help managers confront a wide range of information 
i handling problems. 
This three-day residential programme will cover 
“information management, personal and organisational 
impact and will include ‘hands on’ experience of the 
Hewlett Packard ‘touchscreen’ microcomputer. 


- Coping with Information 


Date: 6th— 8th May 1986. Fee: £650° 
Applications should be made to the course registrar, 
Gaye Gresham, ‘Coping with Information’, 
London Business School, Sussex Place, Regent's Park, 
London NWI 4SA. Telephone 01:262-5050. 


"Inclusive of residence 


SE LONDON BUSINESS SCHOOL 











g= m m m m m m 


e` CUTTHIS OUT and ~M 
E ENJOY LEARNING FRENCH I 


Whether youneed French for business purposes or to get the most 
out of your holidays abroad, living the language is the only way to 
learn it property. 

i Ceran is a chateau in the beautiful countryside of the Belgian 
Ardennes, near the town of Spa, where you live and learn in French. 
Small groups and private lessons, plus language laboratory, with 
armado programmes for individual needs, ensure real progress. 

ide good tion, good food, good company, good 

eaa for sports and exercise - aN good teachers. Cone and 
learn; and enjoy yourself, 

teach embassies and companies, EEC and SHAPE, groups and 
anda And there are special terms if you bring the family. 
For complete documentation, cut out and send this coupon. 
1am interested in courses for: 

: : C Adults [ Young People 


(Private C Business 


NAME 
ADDRESS 











S 180, Avenue du Chateau, Nivezé, B-4880 Spa 
Belgium, Tel: 010-32-87-77 39 16. Telex 49650. 


ae - ? 


pue m u ak n a 


Pee et L 


BUDIG-FORUM e $ 
the best i selt-insiructional 

language courses using autlic casset 

featuring those used to train U5, Site 
Dept. porsonnatin Sanoit: French. 


Church Street, 
+ London WB 4LL. 01-937 1647; =. 
or ee ee aa a a 


THREE MONTHS 


POSTGRADUATE || 


COURSES IN: 


industrial Extension Officers | | 


Training General 
Management .. 
for State Enterprises. 


STARTING 8 SEPTEMBER | | 
19860 


Management for General 
Managers 

Industrial Project Cycle 

International Marketing 
Management 

porto emeyy 

Management of aininn 
Finance Institutions 

Cooperative Management 
Consultancy 


STARTING 9 MARCH 1987 | 


These courses are offered by RVB,” Í 
a rona institute in manageri- 
ment for the: 
is linked to. 
the Delft University of Technology | 1-1 
and has: more than.30: years: of ||. 
management | 


al capability Soe 
developing world. R 


experience. in 
development. 


For further information. please | 


write on 


Or R. 

HEAD, VREGULAR EXECUTIVE 
DEVELOPMENT PROGRAMMES. 
RVB, PO BOX 143 - 

2600 AGBELET 

The Netherlands. 


“Learn! - 





. SERVICE. 
425 W. Family Farin Road 
 Moodside, California 


Taking the GMAT or GRE 
Oo exams? 


We CAN help 

Write to: : 

Graduate e Tutoriais, G TAC Associates, f 
FREE! Titan WS 4BR. a 
en 01-993 3983 





GUIDED INDEPENDENT 
; ~- STUDY PROGRAM 


(218) 271 
9100 Wishite Blvd 
Dept 6 


tits. Ca. 90212 / 


make the right decision 
in selecting University 


` Executive Programs 


(andy save you hours of 


1986 annual guide to 300 general and 


: a functional management prograrhs offered 


by leading universities in the US. Can- 


ade Europe and Australasia. : 


Seventeenth Annual (1986) Edition aah 
400 pages: US SINR 


PHONE-IN CONSULTATION SERVIC 
Only with above, US 550 à 


Brochure offered 
Pius foreign airmaiicanding, 


BRICKER EXECUTIVE EDUCATION J 


94062 USA 





‘The intensive way and in real im- 
mersion., This means living in one of 
the most picturesque regions of 
France and really becoming fluent. 
Also vacation and..leaming plan. 
Cultural programme in Paris. Wi 


ter programme on the Franch Rivi- | ; 
era. State age, goal level and time, S: 


available: 


Domenie Politics of 
Foreign Policy. . 


Inquiries to (ref, FSS/ASe Pol) University ot 


| Briatol, Senate House, Bristol BS8.1TH. 


Swiss University offers degrees 
to mid-career adults over 25, 
> entirely athome and with full 

‘credits for life/career experience. 
Ne „Sibron & Company 

E. Sudbury, Suffolk, 

; coio 6EQ, ENGLAND. 
oo Pel (0284) 62984 (24 hours) 


UP 
E, OXFORD 


STATISTICIAN 


Ps A Statistician with experience in the.use of microcomputers tor data processing and statistical °° 


is rary) join the Group's | team in Nairobi, Kenya. -he proj ject, tun in 


Kenya Centrat: Bureau o Statistics, is developing national and distet lwe F 


iid have experience of survey dafa analysis. in particular, experience in handling 
5 hve pen of uy data ayn para. experien advantage, y 

E ppointrant wil be Tor ona yaar wth to sows for extension Salary wl be on university 

i terms according to age and experience: A local-livin wee while in Kenya will be provi 

‘The preferred starting date is on or before 1 May 


Avletter of application accompanied by a full Curriculum Vitas and the names. ot two referees .. 
‘c: shouid be sent to: . : : 


The Group Director, Food Studies Group, Queen Elizabeth House, 21 St Giles, Oxford OX1 3LA 
acai 1988. 


HE INSTITUTION OF CIVIL. ENGINEERS 


ay The Institute: of Civil Engineers wish to appoint an” 


ECONOMIST 


to research. and analyse economic trends: in the: United Kingdom and 
ternationally. with emphasis of Construction, Water, Energy and Trans- 
port. The particular need is to provide analysis in support for infrastructive 
panang and the public presentation of the problems of the construction 


ane apain, probably employed in the Public Sector, a Nationalised 
Industry: or Local/Water Authority, is sought. He/she must havea degree in 
economics, 4 to 5 years experience in one of the above, and have the 
> ability to sift and present information and statistics clearly and concisely. 
Salary will be circa £14,000- £15,000 according to qualifications and 
experience.: Annual-leave,.25 days and 6 privilege days, contributory 
pension, Life Assurance and Permanent Health Insurance. 

| applications will be treated in strictest confidence. Application forms on 
request from: 

E. Smith (Mrs), 


Personne! Department, institution of Civil Engi- 
neers, 1 eee 


Street, London, Swi. 


“.@ industrial Policy and Strategy 
“@ Strategic Management ani 


A ONE YEAR MBA 


INDUSTRIALISATION STRATEGIES FOR | DEVELOPMENT AND 
Bead MANAGERIAL IMPLICATIONS 


i Sai Sanita 10, 1! 
_ Concluding September: 6, 1987 


Concentration Areas: 


0: Electives 

Enterprise Strategic Design 

@ Managerial Control and information Systems Management, 
© Behavioural Implications of the Strategic Implementation 


i "The programme focuses'on the negde and conditions of industrialising cou 


emphasis on professional development and applied relevant skill genaration, s 
RVB is a:fecognised institution, founded by the Delft’ University of 
Technology and has more than 30 years of experience in. manage: 
mant del ment for industrialising countries. 


For further information please write to: 
“Tretieat ortha MBA Department, 


2000 AC Delt — Tho Nøthariands 


Paor Institute 
of Business Administration 


| Fontainebleau 


“announces 


Scholarships 


available to British citizens 
with a university degree 
or equivalent professional qualification. 


~ This ten month programme 
starts in either September or January. 
300 participants from 30 countries. 


* Louis Franck scholarships for candidates 
with a banking « or financial background. 


ok Kitchener European scholarships for 
candidates one of whose parents has served 
in the British-Armed Forces. 


For information, contact: 


INSEAD MBA 


Admissions Office, 

Boulevard de Constance, 
F-77305 Fontainebleau Cedex, 
France. 

Tel: (1) 60 72 40 40 





APPOINTMENTS _ 


RECRUITMENT CONSULTANTS 
25 New Broad Street, London EC2M INK 


Tel: 01-568 35868 or 01-5986 3576 
Telex No.BB7374 


A career appointment offering significant promotion prospects within the Comporute Planning Group or in General Finonciat Management in 


_ FINANCIAL AND STRATEGIC ANALYST— 
> PETROCHEMICALS 


CORPORATE HEADQUARTERS OF MAJOR EXPANDING EUROPEAN PETROCHEMICAL 
MANUFACTURER—SUBSIDIARY OF LEADING US ENERGY CORPORATION 


This new appointment, the result of expansion, calls for Honours graduates in a numerate discipline or qualified accountants, aged 24- 
28, We require a minimum of two years’ experience in the financial and business analysis function within a major corporation using ad- 
vanced investigative techniques, incorporating mirco-computer modelling. “A. background in the petrochemical industry and an 

< understanding of modern accounting practices are désirable together with a knowledge of French. The successful candidate, as a 
member of a small team, will be responsible to the Manager, Planning and Evaluation, for the analysis of business proposals and 
comment thereon, budgeting and planning, strategic, financial.and market studies, including acquisitions, plus trol of major 

‘Capital expenditure. Key to the success of this appointment are an enquiring, analytical and constructive approach, presentation skills 
and the ability to perform with the minimum of direction and supervision. Applications, in strict confidence, under reference FSA4399/E 
to the Managing Director: i 


CAMPBELL-JOHNSTON ASSOCIATES (MANAGEMENT RECRUITMENT CONSULTANTS), 35 NEW BROAD STREET, LONDON EC? INH. 


TELEPHONE: 01-588 3588 or 01-588 3576, TELEX: 87374, FAX: 01-638 9216 


_ _ Kaduna State Agricultural 
_ Development Project — Nigeria - | 
The principal aim of the World Bank assisted Kaduna State Agricultural Development Project (KSADP) is to increase food production and farm 


incomes. The follawing staff are required for key positions. Preference will be given to candidates having adequate experience in a developing 
tropical country similar to Nigeria. : 


Senior Irrigation Officer 


To co-ordinate the small irrigation programme for Fadama, (seasonally flooded low lands). ‘ ; 
Qualification: B.Sc. in irrigation Engineering or equivalent with a minimum of 8 years post qualification relevant experience in small scale irrigation 
development. Candidates should also have sound working expérience and knowledge of water pump performance.and tube well sinking operations. 
A spacial aptitude for working with small holder farmers is required. i mo ie 


re =- Zonal Chief Engineer 7 a 
To plan and manage an infrastructural development programme at Zonal level, particularly roads, rural water supply and civil work. o 
Qualification: Degree in Civil Engineering or equivalent, some training in mechanical engineering would be ar: added advantage, Atleast 10 years of 
post qualification experience in road and water engineering, Must have extensive management and administrative experience, 


-Zonal Chief Accountant : 


To control project funds and to manage the accounts division of the Zonal office of the project. e RR 
Qualification: Chartered Accountant with at least 7years of post qualification experience in the Finance department of large cOmpanies/government 
undertakings functioning on commercial tines. Must have experience in the preparation of annual financial statements, budgetary control and 
costing, on oi ie 

“PAYMENTS: oh : 

= For Expatriates, 3 year contract terms (renewable), Tax free salaries with substantial off-shore component plus good quality housing. 
. For Nigerians, 3 year contract (renewable) on salary terms similar to senior government posts with substantial fringe benefits. 

Please write giving full details of qualifications and experience to: 

Director, FARA, ooo i . 

27 Dover Street, London W1X 3PA. 


| P-E Advertising Services 





“APPOINTMENTS 


Bae University” 
' of Reading 


cided 


FINANCE AND ACCOUNTING | 


_ Applications are invited for the: ‘Professorship of Finance 

“and Accounting in the Department of Economics. The 

E appointment will be made from a date to he agreed with the 
| successful candidate. 


pre 
equal, aidates with interests in modern ar poy 

_ or financial accounting and management will be preferred... 
Further information may be obtained from the Registrar, 


Room 212, Whiteknights House, PO Box 217, The Universi- 


ty; Whiteknights, Reading RG6 2AH. The stb date for 


| : applications is 21 March Pa 


Un Vorai f Edinburgh 


The University i is looking fora DIRECTOR OF DEVELOPMENT 
at the head of its Appeals Office to continue and expand its 


~-suecessful fund-raising programmes among industry and come 


merce, trusts and us 2 alumni” and ot 


If yo I you have the experience, energy and 

ymitment for this chalien ing senior post at one of 

1e leading universities in Britain, contact the Person- 

nel Office, ere of rei ost 258 ‘63. South Bridge, 

dinburgh EH1 1IL el. 031 556. 2930), in conti- 

_@ence, for further details of the post. Please quote 
: reference No. 4040. 


The closing date for applications will be 7 March 1986. 


TNIVERSITY OF EDINBURGH 


(4 # 


Open University of the Netherlands 


full professor, senior 
lecturer and lecturer in 
business economics 

Recently anew institute for higher vocational and scientific 
education has been founded in the Netherlands, This 
institute provides adult distance education through mainly 


written courses in seven disciplines, partly supplemented 
with regionally decentralized tutoring. 


The small economics department invites applications from 
persons with good doctorate and other publications in 
finance, financial accounting, management accounting 
and/or management information systems. 

The full professor is expected to assume full responsibility 
for the development of the complete economics curriculum 
in these areas and additionally should have demonstrated 
management qualities in an academic or business 
environment; vac. ar, 86016, 

The senior lectureris expected to contribute tothe 
development of several courses in these areas and to assume 
administrative duties with. a great deal of independence, 
vac. nr. 86017, 

The lecturer is expected to contribute to e specific course in 
one of these areas; vat. nr. 86018, 


© Willingness to co-operate in course teams with members of 


other disciplines as swell as to leari Dutch in due course is 
essential. a : 
There will be opportunities for ranih: 


i Salary maxima, forthe three positions are respectively 
DA. 9.495, DR. 8.054,- and DI, 6.854,~, 


Information about the three positions may be obtained frien 
professor dr..H, W.G.M. Peer, Tel.(45)-762344. 


A brochure in English about the Open University of the 
Netherlands as wel as information about salary and 
additional conditions may be obtained from the Head of the 
Personnel and Organisation Office Ir. Ad. Mevan der Aas” 
Tel: (45)-762204. 


Those who wish to apply or to draw attention to possible 
candidates for these positions are invited to send curriculae, 
to be accompanied by two letters of recommendation, and 
indicating the earliest date of availability if selected, 
quoting the appropriate vac. nr., before March-31 1986, to: 


College van Bestuur 

Open University of the Netherlands 

c/o Head of the Personnel and Organisation Office 
P.O. Box 2960 

6401 DL Heerlen THE NETHERLANDS 





APPOINTMENTS 


County Economic 
Development Officer — 


Stafford 
Salary negotiable up to £20,613 


Staffordshire County Council is in the business of creating new jobs. 
New resources are being put to this task — land, property, marketing, 
business initiative, finance and staff resources. The team responsible for this 
work is being restructured and increased. A professional manager is required 
to head this team ~ to provide fresh impetus to the improvement of 
Staffordshire’s economy and job creation. Realities required are 
determination, drive, a good personality. and public manner, ability to mix at 
boardroom level, and to communicate with all sections of the media, 
including radio and television. 


A sound knowledge of industry, commerce and the workings of local 
government at senior level is essential, as well as experience in either the 
private or public sector in the business promotion and advisory fields. 


This is a high profile post with a challenging and satisfying workload. 


__ The present salary scale up to £20,613 per annum is enhanced by... 
relocation assistance to this attractive market town set in some of Britain’ $ 
finest countryside. 


Closing date for return of applications is 6th March, 1986. 


Please write or telephone for an application form and further J 
details from: County Clerk and C ecutive, County Buildings, 
Martin Street, Stafford ST16 2LH. Tel. 0785 3121 (Ext. 6154). 


Canvassing will disqualify. 
Trade Union Memberstiiyys is desirable. 


taffordshire 
County Council : 





"BUSINESS OPPORTUNITIES 


. THE INVESTMENT CENTRE 
The one pss solution to all your investment needs! 


pianshi 
lone and tax pianin. 


Dept EC 20-22 Watling Watling Seeat = Kent CT1 2UA Engi 
n and 
Telephone: Ea Gan bre.) Telex: 966114 MWF ru 


UNIQUE OPPORTUNITY 
i it 
eran Selgin Gen act Sr Spree 
Projected returns reach 52% annually for decades. Participa- 
; in Management Company guaranteed, 
Write: Cipher paro Triservice SA, 7, chemin Maisonneuve, 1219 
; Chatelaine-Geneva/Switzeriand, 


Investments | 
Fully Guaraneed 


We: are 


editors, 

to work primarily in Spanish 

l rage ad o mas bs bingi 
ism or related fie ien 


Two ASSOCIATE. 
~ SCIENCE EDITORS 


The International Maize ‘and Wheat im | 


search and production throughout the 
1 developing world. 


seeking two 
one to work in evils ste 
Span- 


- ae CMM) 
| Seat! srr aa devel 


‘organisation devoted to i increasing the the 
ices. committed to 


productivity of resou 


and wheat res research and ered 


tion tion throughout the developing wona. 


rienced pe 


fa are seeking an 
SEE to help develop training materiais er 
“use in CIMMYT’s. in-service genny 


Some of eee. materials 


‘Ge 6 re ig required, praterably in in agri- 


aplus 


Enterprise Zone Ji 


ed field. 
Fluency in in English required; Spanish is 





INTERNATIONAL PROPERTY 


The closer you lookat property 
aun sea. (Quint TH 


st QUINTIN: CHARTERED: SURVEYORS-CITY OF FICE: TELEPHONE:01-2364040 TELEX SHER6I9 


$ Ww i T Z ERLAN D 
LAKE GENEVA or MOUNTAIN RESORTS 


yi lovely apartments or chalets with magnificent views. 


To ' LLARS, VERBIER, LES DIABLERETS, CHATEAU. D'OEX NEAR, 
Ps GSTAAD, LEYSIN. Prices from SFR 123,000. Mortgages up to 65% at 8:7% interest. 


GLOBE PLAN S.A. 
Jo Visits welcomed 
C also weekends 


Av. Mon-Repos 24 
CH-10005 Lasuanne - 
Switzerland 


“Tek 421) 22 36 12 
(21) 20.8997 


SWITZERLAND 


"= Sale to foreigners. authorized _ 
Buy your STUDIO, APARTMENT or CHALET i 


BUSINESS — 
& PERSONAL _ 


silver oe 


Delight your. key clients ‘with a beauti- 


fully handmade’ silver . model, 
marked in London, to the exact 


Te 25185 melisch 4 


APPOINTMENTS 


University of York 


Institute for Research in the 
Social Sciences 


| RESEARCH FELLOW 


(Readvertisement) 


| An economist is required for. study of 


procurement options for ‘defence 


| equipment. The project will estimate: 
| the costs and benefits of buying British 


vil abe with if 


‘and a knowledge of quantitative tech- 
» niques is. required. The post is available 


for 15 months, commending as soor as 

possible. 

Salary in the range €6,600-£7,055 . 

(Range 18) (Currently under review); 

Four copies of applications, with full 

curriculum vitae a naming three ref 
A Fri 7 


March 1986 to Risa’ ð 
(Appointments), _ 
Heslington, York -¥ 
particulars are avaiable. Please 
reterence number 6/7139. 


BLICATION — 
" äi the: recipient wili be forever ae A : i P 
pal se and Didia Genti Jo A major international commodity company requires a. 
in al an rsonal attention | ioin i " 
young economist to join its Research Department 
Rae Serena Shesrenne._ pla based in London, He or she will assist in investigating 
Kestrel Limite, Austral House, Union the markets inwhich the company trades andin =~ 
Street, St Peter Port, Guernsey, Chan- providing information and advice to management, ` 
Te: er ee. j; dealers and customers, 


The ideali candidate would possess: 

* A good first degree in economics, or a 
closely-related subject 

* Excellent skills in both oral and written 
communication 

* Some relevant experience of computing 


The successful candidate may weil have some work 
i experience ~ not necessarily in a similar field -and be © 
ee ee powt ee considering this as a first or second career move. 
Write: : However, the post is also open to recent graduates 
FIDELITY MANAGEMENT with no direct commercial experience. 


INTERNATIONAL, INC. 
Dept got PO Box 230, Centra | The position carries. a competitive salary and a range of benefits. X 
Colón 1007, San José, Costa Rica. ` , Applicants should send a CV to Box No 3465, The Economist- 
Tels: (506) 22:1659 & 23-7362. Newspaper Ltd, 25 St James's Street, London SWIA 1HG. 

Telex: 48094 FIMAN CR. - 


‘comin anao aaan ia 


PASSPORT 


Do you. need an internationally- 
accepted Travel Document plus 
Residency status and tax advantages 
in a highly-respected democracy? 
Personal residency in the country is 
not required. 

A $50,000 investment will achieve 


ie oe T, 10: Mond 
00: 
London RECIV OED. Pagina chek OF 





BUSINESS & PERSONAL 


HOTEL NUMBER EIGHT 


a small xur hote hota i in London’s 


excellence in ha & service 
Single bedroom £33 plus vat 
-Double or Twin £40 plus vat 


"sumptuous buffet breakfast * col- 
| our tv, radio * direct dial telephone * 


F hair dryers * tea/coffee/chocolate in 


bedroom * most rooms with private 
facilities 


HOTEL NUMBER EIGHT, 
ror's Gate, 
er Kensington, 


INTERNATIONAL 
BUSINESS LEGAL 
SERVICES 


European, Soviet Bloc and Latin Ameri- 
can trained US lawyers will handle all 
legal aspects of your business opera- 


tions in the USA, Latin America, East- 


ern-Europe and the Soviet Union, in- 
cluding {Rigation/arbitration, and US 


visa {l usiness/immigrationwork per- 


mit} requirements. 

Please send for our FREE- "US Busi- 
ness Checklist”. 

Thomas J. Braham & Associates, 570 
Lake Cook Road, Deerfield (Chicago) 


teieone or a7 Tie US; Telecopier: (312) 948-8381. 


CHIROPODY AS A PROFESSION 


The demand for the trained man or woman chiropodist in the private sector is 

oe iner | Most of the training necessary to qualify for a Diploma in Chiropody may be 
taken at ie by very specialised correspondence jes lessons followed by full practical 
training. You are invited to write for the free booklet from: 


i 
p THE SMAE arute ieiblishod nroposy 
"The New Hall, Dept E1, Mai , Berkshire SLG 4LA, 
Tel: Maidenhead toose) 32449 (21 100 24 hours). 


High gains with a leading 


German stock market 
letter in English 


The German stock market has appreciated by more than 70% in 1985. 
© But it was easy to make over 100% with many blue chip investments. For 
example, we recommended the Hoechst WS at DM18, today it is DM170. 
One of our main recommendations was the Swiss Bankverein WS at $20, 
today's price is $78. The Pirelli Basel WS rose from $7 in the last 13 
months to $80 today. We are not concentrating on speculative issues, 
but we try.to recommend stocks with an excellent risk/reward ratio. We 
Started to recommend the Swiss Ciba Geigy WS at DM100. Sell- 
» recommendation was at OM2500. 


. Our newsletter was the first to predict a disinfiation/deflation economy. 
“When we recommended to sell gold at the beginning of 1980 nobody 
knew what deflation meant. 


Many German and Swiss stocks have asset values that are 5-20 times 
. today’s. stock price. Some stocks with a higher yield (including tax 
| > benefits) than German bonds still have an excellent risk/reward ratio. Our 
-. Sompany is also the biggest German portfolio management company. Dr 
Ehrhardt has published stock market newsletters for 17 years. A Swiss 
publisher elected Finanzwoche the most successful German Newsletter 
| in 1985. Subscribe to Finanzwoche for six months trial period. Cost £35. 


- For turther details please write to: 


| Dr Jens Ehrhardt, Finanzwoche, PO Box 63/65, D-8012 Ottobrunn/ 
Munich, Germany. 


lilinois 60015 USA, Tel: (312) 948- 
; TWX: § 5106001218 Tres Mundos 


Readers are recommended to take 
the appropriate professional advice 
before entering inte any binding 
commitment. 


302, Wes 
248281 HQ DC; 


Oe tae Mapas : 


FURNISHED LETTINGS SW London, 
Berkshire. 
4) 3811. Telex 89551 


CV's PROFESSIONALLY writ 


Choice of style. Visa/Access accepted 
Tel: PMS. on 02408 3367. : 


TRANSLATIONS. Professional Ser- 


rovided in al EEC Languages. 


“Carmona, 01-278 9521 Office, 01-866 


2138 ‘Evenings. 


HOW TO GET A SECOND PASS- 
PORT. Report. 12 countries analysed. 
Details WMA, 45 Lyndhurst Terrace, 
Suite 547, Hong Kong: 


“AUTHORS! Send Your Manuscripts. 
Biographical, Fiction, Travel, Poetry, 9 
_@te: for Book Publication, Reasi 

terms. Stockwell. Dept 75, Ilfrac 


Devon, England. (Estd 1898). 


AUTHORS WANTED BY 
NEW YORK PUBLISHER a 
Leading book publisher seeks manys = 
scripts of all types: fiction, non-fiction, 


‘poetry, scholarly and juvenile works, 
etc. New authors welcomed. For com: 


k “plete information, send for free booklet 


EUROPEAN 
COMMON MARKET 


Is the EEC ah 
you 


oe getting more 


the EEC. 
ists on Oxford ( 730707. 


65% PROFT 1984 
koa PROAT 1385 


ed Commodi Accounts 
wiih ie TMENT 
$35,000" ~ 


ae oe R. Reed 
Symanco Ine.. 
5501 Seashore Drive 
Newport Beach, Calit 92663 
Bl; 714 846-2494 


STAY IN ENGLISH 
COUNTRY LUXURY JUST 
TWO MINUTES FROM 


Full in-house conterence: facilities avais f 


able. For more details phone THE DORSET 
SQUARE HOTEL, 39-40 Dorset Square, 


London NW1 80N. (01) 7237874; Telex: 1- 


263964 US Tol Free 800223 9815 NYS 
242 840 6636. 


A monthly bulletin of business, financial and political developments in Turkey 


Write to: PO Box 514, London N15 3LW, Great Britain 


ora hindrance to | 
interested 


ECONOMICS GRADUATE 
Freelance economic/statistical work. 
Experience in 
“data. Please 


S-92, Vantage Press, 516W, 34 St, 


New York 10001. 


OVERSEAS POSITIONS 


"| Hundreds of top paying postions avait- f 


: Soe Tax-fres incomes. M Man g, 
active benefits. Opportunities 
cupations, skilled. trades, arisin 
Pada technical personnel éte, 


CUT] THE cost OF 
YOUR STAY IN LONDON 
Take a furnished, self-contained service 
apartment in Knightsbridge, near Har 
Fully equipped kitchen-dineite, bathr 
phone, colour TV, central heating, elev 
Suit 1-2 persons. Brochure by airmail, ; 


Gardens, 
‘Tet: 01-504 dei 


APPOINTMENTS 


WANTED | 


ACCOUNTANT/ADMINISTRATOR 28 
years’ international experience. 15 
Glenmanor, Ottawa, Canada K2G 368. 


seeks 


gathering/analysing 
Base reply to: Mr Raphael S. 
Gee, 6 Hillside Close, Carlton Hill, 
London NWB OEF. 


UNEMPLOYED, very capable male, 
< 30;-business-background. Recently re- 
turned from the Sudan, working on 
major aid relief transportation/logistics 
operation ooking tora new challenge. 


[> Will consider anything, Box. 9464, The. : 
Eco st Newspaper Ltd. 





ECONOMIC AND FINANCIAL INDICATORS 1 


ee 
DUTPUT, DEMAND AND JOBS America's unemployment fell to 6.7% of the labour 
force in January—the lowest level for six years. Canada’s jobless rate fell to 9.8% in 
the same month. Japanese industrial production rose 1.7% in the year to December, 
well down on the 9.2% growth in the year to December 1984. Italian industry boosted 
kts output by 4% in November to a level 3.7% higher than a year earlier. France's GNP 
prew by 0.6% in the fourth quarter of 1985, to give a 12-month rise of 2.0%. 





































B6 change at annual rate 
industrial production GNP retail sales unemployment % rate 
Smthst 1 year Smthst 1 year Smthst 1 year latest year ago 
Australia + 2. 5.7(10) — 0.3 + 57 (9) + 41 +48 (9) 7.8(12) 8.5 
+2. + 13 9 na na +74 = 1.6 (9) 13.1(12)" 14.7 
+4. + 4411) + 67 + 4.4 (9) +115 +10.4(11) 98 (1) 11.2 
rance +30 + 3.8(11) + 24 + 2002) - 25 + 2.4(10) 10.5012)" 10.9 
W. Germa +65 + 1.7(12) + 9.2 + 3.2 9 + 3.2(11 9.2 (1 9.3 
Holland +1 + 6.9 na na + + 41(10)$ 151012) 622" 
-04 + 37(11) +08 +13 (9) +47 nil (9)¢ 13512) 125 
- 05 + 1.7(12) + 26 + 47 (9) +25 + 4.7(10)  29(12) 26 
7 + na +16.5 +12.0 (8)¢ 20.312) 195 
+ 9) ni +147 (6)¢ 2.7(12)" 28 
+ 9 i +I TIJ 12 
+ 9 + 3.0(12 1 





3.2 (1) 12.9 





SS ee ee ee ee a 
PRICES AND WAGES The 12-month growth of American wages slowed to 2.9% in 
January, implying a 1% cut in real wages during the year. In the year to December, 
Japanese wages rose by 3.7% and West German wages grew 3.3%—both well 
of the rise in prices. In January, the 12-month rise in consumer prices slowed in 

ree countries: to 3.5% in Belgium, 1.3% in Holland and 2.2% in Switzerland. 


% change at annual rate X 
consumer 





ICUS: GREECE In 1984, the Greek 
conomy grew for the first time since 
#980, but its recovery did not last. 
owth in GDP was less than 2% in 
985; in 1986, output may fall. The 
government's budget deficit was 18% 
of GDP last year, but the boost it gave 
to demand leaked into higher imports. 
The current-account deficit for the 
year was equivalent to 8% of Gop, the 
biggest among OECD countries. Infla- 
tion is stuck at nearly 20% a year, in 
spite of price controls. Unemploy- 
ment, officially no higher than the 
OECD average, has risen sharply since 
1980. The Greek government plans to 
spend less this year, but the benefits 
„of more restrained policies will take = >—+ 

time to arrive. Sources OECOJIMF 
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otnot licable to all tables. All figures seasonally adjusted except where otherwise stated. “Not seas, adj. tAver. 
npared with average of previous 3 months, at annual rate. n.a. Not available. Small figures in brackets denote month of i 


St ee es se 
THE ECONOMIST COMMODITY PRICE 
INDEX Beef prices will probably in- 
crease later this year, says a report by 
GATT (the General Agreement on Tariffs 
and Trade)—even though plentiful sup- 
plies for export in the EEC, Argentina and 
Brazil will exert downward pressure on 
prices in the next few months. Interven- 
tion stocks in the EEC stood at over 
70,000 tonnes by the end of 1985— 
equivalent to one year's exports. World 
beef production is expected to fall by 3% 
this year. Overall, consumption should 
fall by rather less, but in the United States 
and Argentina it is expected to fall by 7% 
and in Canada by 3%. 


1980=100 % change on 
Feb4 Feb 11 one one 
(provisional) _month___year_ 
Dollar index 
All items 775 79.4 -14 +44 
Food 89.9 94.0 - 03 +136 
Industrial 
All 66.3 66.6 -25 -48 
Nfa* 722 73.7 +20 +14 
M 61,7 613 -55 - 86 
Sterling index 
All items 130.8 130.7 +04 -195 


Food 151.7 154.7 +16 -12.5 
Industrial 


111.9 109.7 - 05 -26.6 
121.9 121.4 +40 -21 
104.1 100.9 -36 -296 
91.4 92.5 -36 - 99 
105.9 109.4 -25 -19 
78.2 77.6 -47 -178 
85.2 85.9 — 02 -127 
72.7 71.4 -76 -21.1 
$ per oz 338.63 336.00 -1412 4111 





Crude oil (spot) North Sea Brent 
Sper barel 18.38 16.73 -30.5 -40.0 
"Non-tood agriculturals. ¢ Tin price from Metal Bulletin. 


85° 86 
Estimate tForecast 


icator. 


of latest 3 months 





| Between 1979 and 1985, Latin Ameri- | 


-ca's external debts doubled from $182 
billion to $368 billion. In 1979, Mexico 


` ors; they’still are. Together they now 
owe $200 billion, more than half of the 


past six years, Mexico’s debts have 


lion, a rise of 145%. Brazil’s went up 
from $59 billion to $102 billion, half as 
big a rise in percentage terms. Argen- 
tina has overtaken Venezuela for third 
| place; its debts increased from $19 





| billion to $50 billion, while Venezue- | 
i ta's went up from $23 billion to $30 | 


billion. Mexico and Venezuela, lead- 


ing oil exporters, will be in deeper | 


trouble this year because of the col- 

lapse i in the price of oil. Brazil, though, 
-stands to save billions on its oil-import 
-| bill) Top place in. the international 

| debtors’ league could therefore soon 
switch from Brazil to Mexico. 


Total external debt 


and Brazil were the two biggest debt- | 


region's outstanding debt. Over the | 


| increased from $40 billion to $98 bil- | 








WORLD BOURSES Wall Street ‘hit a rabori gh on three successive days before 
profit taking set in. Stock markets in Brussels, Paris and Stockholm had rises of 5-7% 
in the week, spurred by falling oil prices and hopes of lower interest rates. 

Stock price indices % Change on 


Feb 1985/86 one one record 
4 high iow week year. high 


Py aat 
in local ing 
currency 
+46.6 


tFeb 10 





























MONEY AND INTEREST RATES The 1 
supply slowed to 9.3% in December. Canad iks. 
for the fourth time this year, but Italiari banks cut their rates. 


Money supply interest rates % p.a. (Tuesday; except: bonds which are previous Friday) 

% rise on yeatago Money market. Commercialbanks Bond yields Eurocurrency 

Narrow  Broadt Overnight 3months ` Prime Deposits Gov't Corporate Deposits Bonds 

> lending 3 months long-term 3 months 
Australia 8 A 18.50 : 18.85 20.30 "18.45 13,45 1445 18.50 14.85 
7.15 9.75 18.05 845 
50 ars 0012: 25 
"9.00 Ro 





























Other key rates in London 3-mth Treasury Bills 12.1%, 7-day Interbank 7. 9%, clearing banks’ 7 -day notic 
Eurodollar rates (Hpo): 3 mths 8.1%, 6 mths 8.1%. 


Switzerland, USA, W. Germany, M3, Japan M2 + 4 , ; ] 
rates quoted available on reque: Sources: Banco de Bilbao, Chase Manhatian, Chase Econometrics, Banque 
(Belgium), Nederlandse Credietbank, Credit Lyonnais, Svenska Handeisbanken, ANZ bank, Credit Suisse First Boston 
rates are indicative only and cannot be construed as offers by these banks." Last week's. rales. : 


y ‘Canada’ S trade surpl us s fell from $16.1 billion to Me 1.6 billion during the same a pain a a. irade defici 
$5.7 billion in 1985; marginally bigger than in 1984. The American dollar's ead soe! index lost 2. 2% during the week; it f 
against every currency in the table except the Australian dollar. 


Trade balance™* 


latest latest 12 
month months 





current- 

$bn account 
balance $bn 

latest 12:mths latest 


Trade-weighted+ 
exchange rate 


currency units per $ currency units. foreignreservestt © 


year ago latest per SDR ‘perac 
5 J ABa 3. 


yearago perg 
“2,05 


November year. ago 
6A 7.7 

















YOU CAN WIN 


ONE OF- 


000,000.06 


he North-West-German-State-Lottery 

| is the only lottery that offers extreme 

high prizes compared to the limited 

issue of 500.000 tickets, The lottery runs over 

Sa period of 6 months, one class per month - 
6 classes in all. 


Draws are held in public each friday and are 
srvised by government officials. The re- 
3 are published monthly in an official 
oo winning-ist. 
The number and the amount of prizes is 
-fixed before the commencement of the lotte- 
ory. Thus each ticket-number is in the game 
and has an equal chance of winning. All pri- 
-= ges.are quoted in German Marks (DM), one 
ofthe strongest currencies in the world. 


. Tickets can be ordered from anywhere 

“around the globe in a half yearly subscrip- 
_ tion. We offer full (1/1) tickets, which when 
“drawn, receive the whole prize, half tickets = 
half prize and quarter tickets accordingly. . 
The ticket-numbers are registered in your 
name before they are mailed, thus insuring 
100% security for you in case of loss, The 
full-service fee is as little as DM 21,- (other 
lotteries charge more than 60% of the billed 
amount), 





a) 
x+. TICKETS ARE LIMITED: 500.000 
GUARANTEED PRIZES: 200.568 


OVER 169 MILLION D-MARKS IN 
PRIZE MONEY 


MONTHLY PERSONALIZED STATE- 
MENTS OF ACCOUNT 


INSTANT INDIVIDUAL AND CONFI- 
DENTIAL NOTIFICATION OF WIN 





DEUTSCH-MARKS 


SUMMARY OF MAIN PRIZES 


S OF 2.000.000 DM 
6 PRIZES OF 1.000.000 DM 


180 prizes of 100.000 DM 
or 18 prizes of 1.000.000 DM 


5 prizes of 80.000 DM 
5 prizes of 75.000 DM 
4 prizes of 70.000 DM 
4 prizes of 60.000 DM 
33 prizes of 50.000 DM 
33 prizes of 40.000 DM 














Plus many medium and smaller prizes 
up to 35.000 DM. 


THE LOTTERY CONSISTS OF 6 MONTHS. 
14.658 prizes = 8.472.000 DM 
15.604 prizes = 11.050.000 DM 
16.661 prizes = 13.825.000 DM 
17.718 prizes = 16.695.000 DM 
18.775 prizes = 19.665.000 DM 
. class: 117.152 prizes = 99.960.000 DM 





1. class: 








. class: 





3. class: 





. Class: 





. class: 








Start of next lottery: October 1986 








HOW TO PARTICIPATE 


ou order your ticket on the order ; 
coupon below, Within days you receive, 
your ticket together with an invoice 


and the official drawing schedule with rules 
and regulations. 


PLEASE INCLUDE PAYMENT WITH 
YOUR ORDER! You can also pay for your 
ticket after receipt of the invoice. Payment 
can be made by personal check, travellers 
check, bank transfer (add rernittance bank 
charge) or in cash via registered air mail (cash 
at your own risk), 

After each class you will receive the official 
winning list together with the ticket of the 
next class via air mail. 


Ifyour ticket has been drawn, you willimme- 
diately receive a winning notification, | 
Your prize-money will be transferred to you 
within one week of your request by check, Of 
course, if you hit a jackpot you can come in 
person to collect your prize in cash. 


Ifyou are already our customer, please do not 
order, because you receive the ticket automa- 
tically for the next lottery. 


You can be sure you will receive fast, honest: 
and confidential service, Now it is up to you, 
therefore order and mail the coupon today; 
We wish you lots of luck. 











SSSR 
YOUR CHANCE TO WIN FAR 
BETTER THAN 1:3 

If coupon is missing, write for information. 


Lotterie-Einnahme Hameln 
KuhlmannstraBe 1A 
D-3250 Hameln, W.-Germany 


Service 
worldwide 


Itry my luck and order! 


All classes (1st - 6th class) 76. Lottery, beginning to: 


April 4, 1986 to September 19, 1986, 
of the Nordwestdeutsche Klasseniotterie 





Please fill in number of tickets you want to order. 


1/1 ticket 


741.00 @ 308.75 @ 241.75 


NYI mowo e) 
FaN 


1/2ticket 381.00 @ 158.75 @ 108.85 


Feo 1/4 ticket 201.00 @ 83.75 @ 57.45 


* US$ prices and £ prices are subject to rate of exchange. 
Prices are for ali 6 classes including air mail postage and winning tist 
after each class. No additional charges. Exchange rate as of Jan. 1986 


SO NE vaio ONLY WHERE 


service Mail 
idwi 
ae coupon > 


Please write in German [_| English [| 


MO Mrs] Miss] 





Lotterie-Einnahme Hameln 
KuhimannstraBe 1 A 
D-3250 Hameln W.-Germany 


Please print in 
clear letters. 





85 conferrais at University College, Dublin. ireland produces over 8, 


THE IRISH: HIRE THEM 
BEFORE THEY HIRE YOU. 


It’s a fact that Ireland produces more computer science 
graduates per capita than the US; spends more (as a 
percentage of GDP) on education than Britain or Japan 
So it's no surprise to find Irish managers among senior 
executives in top international companies. 

However, the best way to get your share of Irish talent is 
to locate in Ireland. You'll be in good company, 

Over 800 International manufacturing and service industry 
companies have already done so. 

Ireland. Home of the Irish. The young Europeans. 


IDA Ireland & 


INDUSTRIAL DEVELOPMENT AUTHORITY 


The Irish govemment’s industrial development agency has offices in DUBLIN (Head Office), 
Tel: (01) 686633, LONDON (01) 629 5941, TOKYO (03) 262 7621, HONG KONG (5) 939637, 
SYDNEY (02) 233 5999. Offices also in Cologne, Stuttgart, Hamburg, Munich, Paris, Amsterdam, 


Stockholm, Copenhagen, Milan, New York, Chicago, Houston, Los Angeles, Cleveland, San Francisco, 


Boston, Fort Lauderdale, Atlanta 


WE RE THE 
YOUNG per dag 


q,2 IKA LI 
Ra DnR 2 





000 graduates annually 





FARY 


